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At first, Jim Thomson’s dealership waxed fatter day by day. 





Then one by one his key employees all were lured away 
By larger firms with benefits to soothe employee tensions 


Group life and health insurance, major medical, and pensions, 



























2 
Poor Jim—his dreams lay broken.Was he doomed to dark defeat? 
How could he ever hope to have a group plan to compete? 
“T might as well throw in the sponge,” our hero sadly moaned, 


A Travelers man arrived in time. “I'll help you,” he intoned, 
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2 
“Now firms with ten* to twenty-four employees can award 
The benefits that up to now just big firms could afford. 
Group Life and Major Medical Insurance 


Pensions, too 


Can all be part and parcel of a Travelers plan for you.” 
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timum of fifteen employees required in Florida. 





All forms of business and personal insurance including Life « Accident « Group « Fire « Marine «+ Automobile « Casualty « Bonds \ 
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Jim’s fretful frown became a smile—he bought The Travelers plan 


And since that day his company has never lost a man, 
If you have workers numbering from ten to twenty-four 


The Travelers has a plan for you with benefits galore. 


HE TRAVELERS 


Insurance Companies 
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Walter Jenkins of Allentown, Pa., (left), whose business doubled since he became a Western Electric supplier, meets with W. E. purchasing representative. 


IN 1958 WESTERN ELECTRIC WILL BUY 
+] BILLION WORTH OF SUPPLIES AND SERVICES 


33,000 companies — mostly “small businesses” —will help us move forward! 


Yes, this year we'll spend a billion dollars with the 
33,000 suppliers who help us do our job of pro- 
viding telephone equipment for the Bell System, 
and fulfilling our defense contracts with the 
government. 


The money will go to every state in the Union 
for equipment and supplies manufactured by others 
that we buy for the Bell telephone companies in 
our capacity as supply unit of the Bell System... 
and it will buy raw materials, products and serv- 
ices needed by Western Electric factories in 26 
cities where we manufacture equipment. 

We expect the future to be bigger and better than 
the present — or the past. We expect this... 

—because in a decade or less the U. S. popula- 
tion will have increased by some 30 million 
people. 

—because people are appreciating more and 
more the convenience of having additional 
telephones. : 


—because American industry can’t stand still — 
and to progress, industry relies on telephone 
service. 

Nine out of ten of our suppliers are in the cate- 
gory of “small business” with fewer than 500 em- 
ployees. They are located in 3,200 cities and towns 
in all of the states. In addition, transportation serv- 
ices are being provided by 3,000 other firms. 


We need the help of these suppliers’ special abili- 
ties in performing our own large manufacturing 
and supply jobs: providing dependable equipment 
needed by the Bell telephone companies to give 
ever-improving telephone service, at reasonable 
cost ... and providing defense equipment and serv- 
ices called for by the government. 
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Management’s Washington letter 

How profit pinch hurts government finance two ways; hidden 

data sheds light on employment situation; business outlook 
Letters from businessmen 

Reader feels Nixon’s strength belies claim of Republican 

weakness. Question raised on imports made with slave labor 
WATCH THIS ISSUE: New fight ahead on jobless pay 

Trend of temporary legislation, labor demands and contract 

settlements provide clues to what unions are shooting for 
TRENDS: The state of the nation 

There is only one solution to the strain on government 

ethics caused by the choking jungle of executive agencies 
TRENDS: Washington mood 

Why past year has been most harassing for President since 

taking office; how Adams and Gen. Vaughan affairs differ 
Coming: Revolution in management 

Industrial leader tells how you'll have to change current 

operation methods to cope with new products and processes 
Pian tomorrow’s profits 

Understanding these four phases of long-range planning can 

help your business meet today’s rapidly changing conditions 
Here’s way to more sales 

What’s needed most to pep up business volume? Marketing 

specialist answers this and other questions about selling 
How to enjoy your job 

Psychologists, consultants and other authorities tell how you 

can make your job more satisfying and more productive 
This tax plan would boost business 


Interview with Sen. Homer Capehart reveals how proposed 
change in depreciation base would spur the entire economy 
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We can have better weapons sooner 
Businessmen say these steps will overcome Pentagon’s old 
management technique, help beat Russia in armament race 

HOW’S BUSINESS? Today’s outlook 


New approach to farm problem would break away from parity ; 
municipal bond sales up; fall retail sales outlook bright 


These consumer attitudes are key to outlook 


Our economic future is in hands of millions of decision- 
makers. Noted researcher explains about consumer beliefs 


Put cliques to work for you 

Six ways you can help enlist support of informal groups 

that exist within your company and get better teamwork 
Stage set for faster progress 

Chances of great new discoveries by science, technology 

were never better. Here’s what business, government can do 
You can help worried workers 

Understanding these six types of counseling will help you 

handle situation when employes bring you their problems 
Make research pay 

These guidelines can help management select, evaluate and 

control the research effort to make it more productive 
Control your own success 

Four steps that help make your own management development 

more certain; show way to greater success through planning 
EXECUTIVE TRENDS: New role for managers? 

Experts predict tomorrow’s managers will play a bigger 

role in our society. Here’s reasoning behind their view 
Make everybody’s job a challenge 

Frustrated middle manager is becoming a major headache for 

many companies. Here are some ways to beat the problem 
We’re off on another money spree 


Reckless government spending can do more harm than good; 
economy goals can still be met if we speak up against it 


Nation’s Business is published monthly at 1615 H St. N. W., Washington 6, D.C. Subscription price $18 
for three years. Printed in U.S.A. Entered as second-class matter March 20, 1920, at the post office at 
Washington, D. C. Copyright, 1958, by Nation’s Business—the Chamber of Commerce of the United States. 
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INTERNATIONAL pickups offer bonus loadspace all-steel bodies 
up to 814 feet long. Other extras — unobstructed doorways and 
concealed inside stepwells that provide easy entry and exit. 
Seats measure over five feet wide. Lively performance with tra- 
ditional six-cylinder engine economy. You can be sure of the right 
truck for your job with 25 pickup model choices to 8,800 Ibs. 
GVW. Six 4-wheel-drive pickups available up to 11,000 lbs. GVW. 
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In city work, cornering and ease of handling are important. And 
with an INTERNATIONAL Truck, compact-design or conventional, 
you've got both. What's more. there’s more built-in safety, 
Positive-action brakes wear longer —a distortion-free “Sweep- 
Around” windshield provides more clear vision. And the big plus 
is in six-cylinder engine performance . . . more miles per gallon 
of gas and more usable power. Ratings to 34.090 Ibs. GVW. 
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INTERNATIONAL TRUCKS 
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These are 


International Trucks 
for “city work” 


Easier handling trucks 


that can hustle through traffio- 








jammed streets...and 
ease up to alley loading docks. 


Bonus loadspace trucks 





that give the driver a break 


with the most comfort and 


visibility money can buy. 


Prices? Low! 





f 
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cost least to own! = ™ = 


Motor Trucks * Crawler Tractors 
22 ee e's: 29:23 2 Construction Equipment « McCormick® 
Farm Equipment and Farmall® Tractors 





® 





















water makes the world 
go ’round! 


How well you live depends largely on water. 


Water is vital in producing food, steel, oil, paper, copper, 
aluminum, rayon, chemicals— just about every modern 
convenience and service you enjoy. Yet many industries face 
increasingly severe water shortages. 

Water officials are constantly seeking new sources of life-giving 
water. How well they succeed could affect not only your 
standard of living but your job as well. Lend them a hand. 


1. Encourage future water planning. 
2. Support realistic water rates and water supply bond issues. 


3. Conserve water where you can. 


We're as rich or as poor as our water supply. 


CAST IRON PIPE 


RESEARCH ASSOCIATION suite 3440, PRUDENTIAL PLAZA, CHICAGO 1, 








WHEN SPACE TRAVEL 
iS COMMON ... 


the cast iron pipe laid today will still be 
young. Throughout America many cast 
iron water and gas mains a hundred 
and more years old are still serving. 
Dependability and long life make cast 
iron pipe AMERICA’S NO. 1 TAX SAVER. 
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p NEXT CONGRESS may be controlled by write off investment: losses that have 
vigorous antibusiness forces. been postponed. 
That's forecast by analysts who watch Example: 
every move on Capitol Hill, keep track Company invested $13 million in 
of congressional trends. experiment over period of years. 
If their speculation proves accurate, . Project failed. Loss is being written 
you can expect Congress in 1959 to move off during three quarters this year. 
in direction of: Result: 
1. More government spending. Profits will appear lower than they 
2. More business regulation. might have been if loss had been put off 
3. Greater pressure for political tax another year--as it was last year, year 
relief--rather than tax reform. before. 
Specialist comments: 
GOVERNMENT WILL LOSE INCOME two ways "Managers don't get fired for failing 
because of profit pinch. to make money when nobody expects 
During year ahead: them to. 
1. Treasury will collect less taxes "It's when competitors are making 
from companies with lower earnings. profit that you've got to keep pace." 
2. For companies that suffer losses 
some tax refunds will be made. SALES AND PROFITS STUDY shows this 
Example: pattern for manufacturing companies: 
Company paid taxes on $1 million To earn each new $1 profit after 
earnings last year but expects to lose taxes, companies now need to boost sales 
about $500,000 this year. an average of $29. 
Company's tax liability, therefore, Year ago ratio was $19. 
will be averaged for both years through Here's what study shows for specific 
carryback provisions. industries: 
Result: Company will get back part of Motor vehicles--$27 in sales now will 
previously collected taxes. produce $1 profit, compares with $16 a 
year ago. 
Pp HIDDEN DATA SHEDS LIGHT on employment, Aircraft--$359 now, up from $35. 
unemployment situation. Electrical machinery--now $31, 
In only 4 months these changes have compares with $22. 
taken place: Metalworking machinery--$59, was $16. 
Unemployment of children age 14 to 17 Primary metal industries--$235 now, up 
has gone up 529,000. from $13. 
Number of jobless children now numbers Textile mill products--$224, was $49. 
801,000. Apparel, other finished products-- 
Of that total, 215,000 boys and girls $140, was $72 a year ago. 
are no older than age 15. Chemicals, allied products--$16 
Another 3.2 million children do have compares with $153. 
employment. Petroleum refining, related industries 
At opposite end of the age spectrum, --$15 now compares with $9 year ago. 
139,000 persons age 65 and older are Rubber products--$54, up from $23. 
counted as jobless--44,000 of them are Study is based on newest profit survey 
older than 70 years. by Federal Trade Commission. 
Another 1.4 million Americans age 70 
or older do have employment. BLAME HIGHER COSTS and lower sales for 
Item: 845,000 of total unemployed profit drop. 
today are between 14 and 17 years of age Sales for companies studied are down 
or older than 70. about 9 per cent from year ago. 
Costs and expenses are up from 90.6 
PB IT'S FASHIONABLE to make less profit per cent of total sales to nearly 94 per 
this year--at least for some companies. cent of sales. 
Profit authority explains: 
In a year when company is expected to TOP GOVERNMENT ECONOMIST says: 
make less profit, some managers will "Over all, we've bottomed--we'll see 
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in a month or two how Slippery the 
upgrade will be." 


HERE'S WHAT ECONOMIC analysis shows 
now: 

Employment--number working is climb- 
ing, jobs in manufacturing up after year 
and a half of decline, total jobless 
expected to drop this month and next. 

Personal income--rise of .8 per cent 
Since February low, trend upward. 

Weekly hours--average in factories is 
climbing, up 2.35 per cent Since bottom 
in April. 

Production worker earnings--at new 
high, weekly average is up 3.1 per cent 
Since February. 

Hourly pay--factory workers are 
getting $2.12 average, 5 cents higher in 
a year. 

Industrial production--up 
from April low. 

Manufacturing new orders--2.5 per cent 
higher than February. 

New housing starts--annual rate is up 
nearly 15 per cent from March rate. 

Gross national product--4.1 per cent 
lower than peak reached last fall, but 
upswing is beginning. 

Specialists look for gross product to 
finish year in a new climb. 

Note: Percentages are small but trend 
upward is expected to strengthen. 

Still trending downward are: 

Gross private domestic investment--= 
down nearly 25 per cent from peak 
reached in fourth quarter 1956. 

Plant and equipment expenditures-- 
down almost 20 per cent from top rate 
reached last fall. 

Here's outlook: 

Decline in private investment and in 
plant and equipment will be stopped next 
year. 


8 per cent 


PERSONAL INCOME STUDY reveals hidden 
factors that influence selling. 

Trends are these: 

Total personal income soared to all- 
time top just a year ago. 

Then it began slipping, 
in February. 

Trend now iS upward. 

That's total personal income. 

But look at different parts that make 
up the whole. 

Labor income--total is down 1.1 per 


bottomed out 





cent from February, 
again. 

Business, professional income--up only 
-7 per cent since February, slight 
rising trend indicated. 

Rental income--exactly even. 

Dividends--down .8 per cent, 
downward slightly. 

Personal interest income--rate is up 
about .5 per cent, trend now about 
level. 

On balance: 

Nonfarm personal income is about .6 
per cent higher than low reached in 
February. 

Add farm income--it's up more than 3 
per cent since February, up nearly ll 
per cent in past year. 

Additional category in total personal 
income picture is transfer payments. 

This includes old age and survivors 
insurance, unemployment compensation, 
public assistance payments. 

It's a key factor in sustaining high 
total income--up 21 per cent in a year, 
up half that since February alone. 

These payments have doubled since 
are now at record high. 

In. 12 months they've added nearly 
$3 billion to economy. 

Upward trend is expected to go on. 

Meaning to business? 

it” S tails: 

Biggest rise is in kind of income that 
usually doesn't go for durable goods. 


now trending upward 


trending 
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ADD HIGHER COST of fringe benefits to 
your budget plans. 

Item is rising faster than wages. 

That's finding of new survey by U. S. 
Chamber's Economic Research Department. 

In cents per hour, fringe benefits now 
cost 47.4 cents--a 21 per cent rise in 
2 years compared with 13 per cent higher 
hourly pay rise. 

Industrial average is $981 a year per 
employe--up $162 in 2 years. 

Study also shows: 

Cost now is 21.8 per cent of total 
payroll compared to 20.3 per cent at 
time of earlier study. 

Complete study will be available this 
month from U. S. Chamber of Commerce, 
Washington 6, D. C., for $1. 


BEWARE OF SETTING your long-term 
Sights on basis of short-term sales 








NATION'S BUSINESS FOR AUGUST 1958 











LONI OLALLLL MES WASHINGTON LETTER 





outlook. Fact is there's plenty of 
sales potential. 

Consider hi-fi sets. 

Only 4 per cent of American homes 
have them. 

Manufacturers believe retail sales-- 
slightly more than $200 million in year 
just past--could reach $750 million 
by 1963. 

Other major products also have great 
potential for market expansion. 

Look at air conditioning--44 million 
wired homes in U. S. don't have room 
air conditioners. 

6.8 million wired homes lack IV. 

39.5 million lack freezers. 

42 million don't have dryers. 

45 million lack food waste disposers. 

1.6 million have no radios. 

1.3 million lack refrigerators. 


GOVERNMENT DEBT PENDULUM is starting 
its other-direction swing. 

Till now, income in calendar 1958 has 
outrun spending. 

That swing is over. 

For year's remaining months, outgo 
will exceed income. 

Probable result: 

Federal debt will inch up to all-time 
peak, is likely to pass previous peak 
($281 billion at War II's end) before 
snow flies. 

Here's a forecast: 

During coming six months Treasury will 
pay out at least $12 billion more than 
it will have coming in. 

By February, debt will be pushing 
close to $290 billion. 

There it will level off for about half 
a year during period when Uncle Sam's 
income and outgo will be approximately 
in balance. 

After that--during fall of 1959--debt 
will begin a new climb, may reach $295 
billion by the start of 1960. 


COMMUNISTS ARE TRYING to plug a leak 
in the Iron Curtain. 

An average of more than 700 persons a 
day is spilling out into the free world 
from Soviet East Germany. 

Total who have fled from Red domina- 
tion already exceeds 3.5 million. 

That's through Germany alone--since 
Red pressure began at end of War II. 

To stem this exodus, communists are 








adding border guards, building watch- 
towers, have made crossing to free 
Germany a criminal offense, punishable 
as treason. 

But Red efforts to stop the flow often 
backfire, serve to speed up exodus. 

Here's a forecast: 

Washington specialist on conditions 
behind Iron Curtain thinks 4 millionth 
person will slip across freedom border 
about Christmas time next year. 


LOOK FOR A DARK HORSE to beat world's 
first atom-powered merchant ship to the 
post. 

Ship under construction at Camden, 
N.J., is due for launching in 1959. 

But government is weighing possibility 
of putting a nuclear reactor in ship 
already built. 

Dark horse is the 615-foot tanker 
American Explorer, launched April ll. 

Ship scheduled for launching next year 
--the Savannah--will carry crew of 109, 
with 60 passengers, 9,340 tons of cargo. 

Cost: About $42.5 million. 

It's scheduled to make a world good 
will tour in 1960. 

Speed-up would put American Explorer 
on tour before that. 

Note: Atom vessel could steam for 3 
years without refueling. 


YOUR ORGANIZATION isn't just what you 
see on the organization chart. 

Apart from formal structure, every 
business has its shadow organizations...°® 
called cliques. 

For some sound advice on how to use 
cliques to your advantage, see page 50. 


WAGES ON WORK for government keep 
rising under Labor Department pressure. 

Higher minimums which must be paid for 
work on government contracts are being 
set-- 

In soft coal, where Labor Secretary 
plans an increase of 50 cents an hour, 
to minimum of $2.74%. 

In flour products, with proposed 
minimum at $1.30. 

In fabricated steel products, now 
being considered, AFL-CIO wants bottom 
set at $1.90. 

Others being studied are: 

Paper and pulp, aircraft, 
milk. 


evaporated 
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Just pick up 
your phone—and 
build well—any 
place in America 





Any architectural styling for prestige or traffic ap- 
peal is practical and economical with Butler Buildings. 


with Butler 
buildings and 
the network of 
Butler Builders 


If you have a nationwide construc- 
tion program—you can save thou- 
sands of hours of executive and 
engineering time and cost. Stand- 
ardize on Butler metal buildings — 
and the only truly national network 
of independent builders — the Butler 
Builder organization. 

Butler buildings are a line of fully 
pre-designed, pre-engineered, preci- 
sion made, factory-fabricated metal 
buildings. They have proved so su- 
perior—so versatile—so economic— 
that they are the world’s most pop- 
ular metal buildings. You'll find 
them used for factories, warehouses, 
dealerships, supermarkets; the list is 
endless. 

You can specify Butler buildings 
in your home office and have them 
built anywhere in the United States 
or Canada — by competent builders 
who are fully experienced with local 
codes and conditions. Phone your 
nearby Butler Builder and get all the 
facts. He’s listed in the Yellow Pages 
under “Buildings” or “Steel Build- 
ings.” Or write direct. 


ee, page” 
BUTLER MANUFACTURING COMPANY 


7456 East 13th Street, Kansas City 26, Missouri 
Manufacturers of Buildings + Oil Equipment 
Farm Equipment « Dry Cleaners Equipment 

Outdoor Advertising Equipment 
Custom Fabrication 


Sales offices in Los Angeles and Richmond, Calif. 
Houston, Tex. * Birmingham, Ala. * Atlanta, Ga. 
Minneapolis, Minn. « Chicago, lil. * Detroit, Mich. 
Cleveland, Ohio * New York City & Syracuse, N.Y 
Washington, D.C. * Burlington, Ontario, Canada 

















Letters trom 
businessmen 


Outlook for 1960 

The analysis of political prospects 
for 1960 by Edward Folliard in your 
July issue is both penetrating and 
astute. One additional thought 
struck me as being pertinent, and 
I take the liberty of suggesting it to 
you. 

Mr. Folliard comments that Gal- 
lup polls demonstrate that Republi- 
can strength is lower than at any 
recorded point since 1936. Yet in 
contrast to the low Republican Party 
showing, Gallup poll trial heats be- 
tween Mr. Stevenson and Mr. Nixon 
show the latter leading 53 to 47; 
between Mr. Kefauver and Mr. 
Nixon, the Vice President again 
leads 55 to 45. While the trial heat 
with Mr. Kennedy shows him run- 
ning approximately even, it shows 
Mr. Nixon ahead in the North, Mid- 
west and West, and running behind 
only in the traditionally Democratic 
South. 

This record would seem to indi- 
cate why the Democrats really fear 
Mr. Nixon. They realize he is much 
stronger than his party and they 
do not have a candidate on the scene 
today who would be a favorite to 
defeat him. 

J. PAULL MARSHALL 
Washington, D.C, 


Slaves and halos 

Your editorial (July issue) reads 
“Let’s End Slave Labor.” Let us 
preface our remarks with the state- 
ment that we agree something dras- 
tic should be done about the goons 
that run the labor movement. At 
least $1 million has been spent in 
connection with Senator McClellan’s 
investigation to bring a lot of facts 
into the open. Now, if Congress will 
act properly on those recommenda- 
tions, much of the mess can be 
cleared away. We all hope so. 

On the other hand, we wonder if 
your own hands are so clean... you 
favor importing goods into this 
country that were made with slave 
wages and under conditions much 
worse than any existing over here, 
either in or out of unions. Just how 
can you wash a clean hand with a 
dirty one? 

This . is a time for common 
sense to be displayed not only by 
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you... but by the members of Con- 
gress, to whom we have entrusted 
our right to decide what laws are 
and are not good for the country. 

It seems to us that your halo is 
a bit off side. 

There are several very fine and 
instructive articles in the July is- 
sue. Thanks. 

L. W. ANDERSON 

President, 

Standard Plywoods Inc., 

Clinton, S. C. 
Manpower idea 

I have read and am still reading 
articles concerning the qualitative 
manpower shortage that exists in in- 
dustry. In your recent article, ““Man- 
power: What We Have—What We'll 
Need” by Prof. Eli Ginzberg, this 
theme is repeated. Like the weather. 
everyone seems to be aware of this 
situation but no one does anything 
about it. 

Professor Ginzberg states that 
“Roughly 50 per cent of the bright- 
est people of the country in terms of 
native endowment have never grad- 
uated from college.” This I strongly 
believe. Therefore, a possible solu- 
tion to our qualitative manpower 
shortage would be to find these peo- 
ple with native endowment and put 
their talents to productive use. 

Next. then, follows the question: 
“How?” My suggestion is to form 
some organization which would 
serve as a matchmaker, somewhat 
like a Lonely Hearts Club, industrial 
style. It would match people possess- 
ing management potential with in- 
dustries seeking same. 

This could possibly be accom- 
plished with the use of an electronic 
brain ... to find men with manage- 
ment potential in a certain field and 
match them with industrial com- 
panies most suited to their talents, 
and vice versa. 

A. J. ANTON 
Personnel & Safety 
Supervisor, 

The Ruberoid Co., 
Caledonia, N. Y 


@3 and little men 
NATION’S BUSINESS articles 
are so good that we have ordered 
over 100 different reprints over the 
past three years. I don’t know who 
CD is, but his little men have been 
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MAKE SURE YOUR SHIPPING RATES COVER 
DOOR-TO-DOOR 
DELIVERY 
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RAILWAY EXPRESS COMPLETE SERVICE 
can mean great savings in time and money 





Many so called “bargain”’ carriers quote prices 
which do not include complete service. With 
Railway Express you know you get door-to- 
door delivery. Your shipments are picked up 


and delivered at no additional cost within REA 
vehicle limits. This plus many other advan- 
tages assures you the fastest possible shipping 
at the lowest possible cost. 






Widest 
Coverage— 


Special Low 
Rates— 





HERE ARE DOWN-TO-EARTH acts on RAILWAY EXPRESS SERVICE 


sic pirrerence Is RAILWAY EXPRESS 











Railway Express serves some 23,000 communities to give you mass 
distribution—with one company responsibility. You reach every major 
market in the U. S., and with REA World Thruway Service—most 
every major market abroad. No worries about delays and divided 
responsibility in transferring between two or more carriers. 


Railway Express offers special low commodity rates on ready-to- 
wear merchandise, graphic arts materials, hosiery, shoes, drugs, 
import-export traffic and for many other categories. Call your near- 
est Railway Express Agent. He’ll tell you why— 

























































~ If you want 
to increase your cash 
working capital quickly 
$25,000 or millions 


To supplement their own cash working capital manu- 
facturers and wholesalers are using over a billion dollars 
a year of COMMERCIAL CREDIT funds. . . because they 
usually can get more money from us than from other 
sources . . . because they can use it as long as needed 
without negotiations for renewals. If your business 
needs more cash... for months or years... contact the 
nearest COMMERCIAL CREDIT CORPORATION Office listed 
below saying: ‘““Send me complete information about the 
service offered in Nation’s Business.” 


Consult 
Commercial Credit 


300 St. Paul Place, Baltimore 2 

222 W. Adams Street, Chicago 6 
722 S. Spring Street, Los Angeles 14 
100 E. 42nd Street, New York 17 
112 Pine Street, San Francisco 6 


COMMERCIAL CREDIT COMPANY subsidiaries, during each of the last 
several years, advanced over one billion dollars to manufacturers and 
wholesalers to supplement cash working capital. During these years, total 
volume of finance subsidiaries amounted to over three billion dollars. 
CAPITAL AND SURPLUS OVER $200,000,000. 





| 
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the leaven which has made dough 
for many of our speakers. 

It has been a mistake not to have 
thanked you before. Right now, we 
want to order two copies of “How 
to Undo a Mistake.” 


BEN R. CARROLL 
Assistant Cashier, 
The First National Bank, 
Fort Worth, Tex. 
BCD is Charles Dunn, 
artist and nationally 


Nation’s Business 
known caricaturist, 


What customers want 
NATION’S BUSINESS is read 

quickly after it arrives at my office. 
It has a good format, your articles 
are well written and the subjects are 
well chosen. Now if you will find a 
way to make it easy to clip articles 
for future reference, you will “‘have 
it made” 100 per cent. 

F. H. FABER 

President, 


Faber Advertising, Inc., 
Minneapolis, Minn. 


As you know, many of your arti- 
cles are of the permanent rather 
than temporary nature. I person- 
ally rip out these articles of “last- 
ing value” and bind them in a 
notebook. What I am suggesting is 
that you print your articles com- 
plete, and in successive pages, elim- 
inating the practice of starting them 
in the front pages and continuing 
them in the final pages. This pro- 
cedure makes it virtually impossible 
for the reader conveniently to as- 
semble complete articles. 

DALE E. 
Salem, Ohio 


We make available for +,eprint many ar- 
ticles—34 so far in 1958—and requests total- 
ing 15,348 for 291,498 reprints have been 
handled since the first of the year. 


SHAFFER 


Savings and loans 
We note that in the paragraph in 
““Management’s Washington letter” 
(June) relating to 541 Mutual Sav- 
ings Banks survey, you have not 
mentioned the Savings and Loans 
Associations. 
The Savings and Loans Associa- 
tions have shown a remarkable in- 
crease of the percentage of deposits 
gained. In New York State alone 
we are proud of our growth of 9.44 
per cent for the year 1957. 
PAUL HARRIS 
Columbia Savings and Loan 
Association, 
Woodhaven, N. Y. 

Why businessmen read 

In my humble estimation these 
are some of the finest articles that 
are published month after month. 
After I finish reading them it seems 
I understand myself better. 


HERBERT R. LALKA 
South San Francisco, Calif 


I’m looking forward to receiving 
NATION’S BUSINESS monthly be- 









cause I’ve enjoyed so much reading 
someone else’s copy. 
B. K. JOYNER 
Richmond, Va. 


Just received a copy of “How to 
Sell for Higher Profits.” Think it 
is the best article for salesmen I 
have ever read. 

RICHARD A. KORETZ 


Adolph A. Koretz 
Chicago, 


I consider NATION’S BUSINESS 
the most helpful, best researched, 
and best conceived magazine in this 
field. 

MRS. FREDERICK F, HORNE 
Luxo-Mid-West, 


Luxo Lamp Corporation, 
Chicago, Ill. 


Socialist trend 

I picked up your April issue here 
in which Robinson Newcomb dis- 
cusses ““‘Boom Can Come Before You 
Know It.’’ He pointed out the need 
to know what happened and what is 
happening on the business scene. 

What happened is that we rushed 
into large-scale mass production be- 
fore the foundations were laid for a 
sufficient area of demand. or prin- 
ciples formulated in support. 

By trying to restore a regime in 
which laboristic abuses, manage- 
ment excuses and credit overexten- 
sion dominate, with government aid 
sought in every emergency, we ex- 
pedite the socialist trend and down- 
grade free enterprise. 

Thus what happened, and what is 
happening, clarifies as we approach 
problems in the light of experience 
and sound economics. 

The need for an ‘‘agonizing reap- 
praisal” of economic relations is 
paramount. 





WALTER SONNEBERG 
Philadelphia, Pa. | 


Stimulating 
I continue to find your magazine 

one of the most stimulating man- 
agement magazines I read. 

J. A. POMEROY | 

Convair, 

Pomona, Calif. 
Brain work 
In your February issue the article, | 
“Brainpower Tests Rate Execu- 
tives,” in part dealt briefly with 
memory and the clarification and 
storing of information. It was as- 
sumed this applied to the function- 
ing of the subconscious mind and I 
am pleased to note that in April 
‘Help Your Brain Work for You” 
admirably defines and expands on 
this important phase of the overall 
subject. 

J. J. ROGERS 
General Superintendent, 


Pacific Fruit Express Company, 
Houston, Tex, 
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COTTON* makes good connection 
with Automatic Electric 





*Fairfax Towels used by Automatic 
Electric Company are supplied by 
Chicago Towel Company. 


@ From its beginning as the originator of the dial telephone in 1892, 
Automatic Electric Company has come a long way. As the leading manu- 
facturing unit of General Telephone, its vast new facilities at Northlake, 
Illinois, provide 35 acres of floor space under one roof, designed for efficient 
straight line production of telephone equipment and relays, switches and 
other components used in automation and electrical control. And because 
a “house” of this size demands extremely efficient housekeeping, too, Auto- 
matic Electric provides its 8,000 employees continuous cotton toweling, in 
plant and office washrooms. 

The companies using cotton towels or toweling have found that they 
improve employee relations and speed up washroom traffic. And, of course, 
reduced maintenance costs are also important. 

Why not see what cotton can do in your plant or building? For free book- 
let on cotton towel service, write Fairfax, Dept. P-8,111W. 40th Street, 
New York 18, N. Y. 

Here’s How Linen Supply Works... 

You buy nothing! Your linen supply dealer furnishes 
everything at low service cost—cabinets, pickup and 
delivery, automatic supply of freshly laundered towels 
and uniforms. Quantities can be increased or de- 
creased on short notice. Just look up LINEN SUPPLY 
or TOWEL SUPPLY in your classified telephone book. 


Clean Cotton Towels... 
Sure Sign of Good Management 
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Fairtax-Towels 


WELLINGTON SEARS COMPANY, 111 W. 40TH STREET, NEW YORK 18, N. Y.  ssumacneneco 
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“=| ‘Time is money 
for us and our 
Ford Trucks save 

plenty of both.”’ 
Says W. E. WALTER, 
President, 


W. E. Walter Co., Inc., 
Detroit, Michigan 


es 








WE WALTER 
OG. we 


SENERAL 


INTRA TORS 





“Our Ford Tilt with Transmatic 
Drive hauls a 38-ft. trailer and 
cuts trip time. Its hydraulic 
retarder is safer on mountain 
roads.”’ 


Says LYLE E. YOST, President 
Hesston Manufacturing Co., 
Hesston, Kansas 




















So many more business 


* Official 1957 registrations show: 
AMERICAN BUSINESS BUYS MORE 
FORD TRUCKS THAN ANY OTHER MAKE! 


With your name on a Ford Truck, 
you're in good company. And it’s good 
business, for Ford Trucks cost less! 


In Ford’s 369 truck models, there’s 
the size and the style to do your job 
economically. There’s proven Short 
Stroke power .. . ranging from an 
amazingly economical Six to a tough, 
two-fisted, 534-cu. in. Super Duty 


V-8. There’s longer truck life . . . in- 
dependent studies prove that Ford 
Trucks last longer. And Ford’s mod- 
ern styling is a good advertisement 
for your business. 


Wherever you look—in engine, cab, 
chassis—regardless of the truck you 
need—it’s good business to see your 
Ford Dealer. 


: 
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“FORO STYiesiog 
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Most comfortable ride! Scien- 
tific Impact-O-Graph tests 
have proved that Ford Pickups 
give the smoothest ride of any 
half-ton pickups! 











sto own FORD trucks 








“Ford Trucks really stand up. We've never hada “It has been our practice in the past 
major overhaul on one. And because they are tops to run our truck engines on LP-Gas 
in trade-in value, we sell them every 4 years with in our drilling operations. However, 
a capital gain."’ our Ford Super Duty V-8 has proved 

Says A. P. HURWITZ, General Manager itself to be so economical that we 


Cudahy Packing Co., Denver Plant, don't plan to convert it.” 

Colorado 
Says W. M. STEVENSON, 
Stevenson Drilling Co., 
Houston, Texas 














MP ae 


¥ 


’ 


von 





~ ‘ 4 


Every Ford has SAFETY GLASS in every window 





men buy them ! 
FORD 
TRUCKS 


COST LESS 


LESS TO OWN...LESS TO RUN... 
Gas savings up to 10%! New Safer, more comfortable cabs! 
economy carburetor for Ford’s They’re“‘Driverized”’ with sus- LAST LONGER, TOO! 
Short Stroke Six gives up to pended pedals, Lifeguard steer- ‘ 
10% greater gas mileage, ing wheel, non-sag seats, Hi- Finance the easy one-stop way! Ask oe 
smoother acceleration! Dri ventilation. the new Ford Fleet Truck Finance Plan! 
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businesses 
are group 
insured 
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GROUP DIVISION 


AINA LIFE 


INSURANCE COMPANY 
HARTFORD, CONNECTICUT 


Affiliates: AAtna Casualty and Surety Company 
Standard Fire Insurance Company 
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New fight ahead 
on jobless pay 


LOOK FOR THE FIGHT over unem- 
ployment compensation to flare up 
again in Congress and in most state 
legislatures next year. Pay while not 
working will also continue to be 
pushed by labor unions as a bar- 
gaining issue. 

Steps Congress and a score of 
states have taken in the past two 
months to help the jobless by extend- 
ing the duration of weekly layoff pay 
settled nothing and were only tem- 
porary anyhow. 

But the legislative proposals, the 
debates, the labor demands and the 
new federal and state laws pinpoint- 
ed the issues and provided a preview 
of what might be ahead. 

The stage for renewing the fight 
was set when Congress rejected the 
labor-supported proposals, and AFL- 
c1o President George Meany brand- 
ed the Temporary Unemployment 
Compensation Act “the biggest legis- 
lative hoax ever perpetrated on the 
unemployed workers of America.” 

Under attack are the two basic 
principles of the original 1935 legis- 
lation on unemployment compensa- 
tion. These were that: 
> The program should provide par- 
tial compensation to an unemployed 
worker for loss of earnings over a 
short period. 
> Except for a few federal standards, 
the states should run their own pro- 
grams. 

Through legislation and collective 
bargaining, however, the trend has 
been toward labor’s objectives. These 
are to provide more of the unem- 
ployed with more compensation, 
over a longer period of layoff, and 
under a federal, rather than state, 
program. 

The net effect has been to lessen 
the individual’s incentive to get back 
to work and, in some instances, ac- 
tually increase unemployment. 

As an example, major unions in 
recent years have negotiated supple- 
mental unemployment benefit plans 
(suB). Under some of these plans a 
worker who is laid off may receive— 
in combined unemployment com- 
pensation and private supplement 
(both employer financed) —65 per 


cent of his normal take-home pay 
for up to a year. 

Customarily, when production 
falls off, unions try to get employ- 
ers to shorten the hours and spread 
available work among all the work 
force instead of laying some off. 

With sus, however, there is less 
interest in spreading or sharing the 
work. Some unions have insisted 
that employers stick to a full sched- 
ule of hours and lay off as many 
employes as may be necessary to 
make up for the slack. That way, 
those who work draw full pay, less 
tax and other deductions, while those 
who are laid off draw 65 per cent of 
their normal take-home pay. 

To some the pay loss may not be 
enough to make it more desirable 
to work than to stay home and go 
fishing. Being laid off may actually 
become attractive if unions succeed 
in increasing the amount of income 
while unemployed. 

If that happens, older employes 
with accumulated seniority rights 
might rightfully question the merits 
of a system under which newer em- 
ployes draw almost as much pay 
while not working as the more ex- 
perienced ones do for working. 

The chances of increasing the 
duration of unemployment compen- 
sation payments permanently have 
increased as a result of the tempo- 
rary legislation. The number of 
weeks unemployed workers receive 
employer-financed state aid has in- 
creased steadily, with 26 weeks hav- 
ing become the maximum in half the 
states. Only Pennsylvania, with 30 
weeks, and Wisconsin, with 26%, 
pay for longer periods. 

The new, temporary legislation 
permits interest-free federal loans to 
states which wish to increase the 
duration of payments 50 per cent, or 
to a total of 39 weeks in many in- 
stances. Congress has appropriated 
$665.7 million for this purpose and, 
early last month, 15 states and the 
District of Columbia had taken ad- 
vantage of the offer. If the loan is 
not repaid in four years, the federal 
government will recoup the money 
through an increase in the unem- 
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ployment tax employers pay in the 
delinquent states. 

Loans are arranged through agree- 
ments between the Secretary of La- 
bor and state officials. There is a 
question, in at least some states, 
whether such agreements are legal 
without additional state legislation. 
Court tests are pending. 

At least five states have chosen not 
to take any federal loan, but instead 
have amended their own laws to per- 
mit payment of the extended bene- 
fits out of state reserve funds. In fact, 
the relatively healthy condition of 
state reserves, and the availability of 
loans to troubled states under the 
permanent law, raised a serious ques- 
tion as to the desirability of the 
“emergency” temporary legislation. 

During the first five months of 
this year, state reserves dropped 
$973 million to a level of $7,689 mil- 
lion. In only Alaska and three states 
had the reserves dropped low enough 
to qualify for loans under the exist- 
ing law. 

Loans obtained under the new leg- 
islation must be used to extend the 
duration of benefit payments to in- 
dividuals who exhaust them between 
July 1, 1957, and next April 1, when 
the law expires. 

Pressure will be put on Congress 
and state legislatures next year to 
make the increased benefits, as well 
as other liberalization, permanent. 

The labor-backed Kennedy-Mc- 
Carthy bill that the Senate rejected 
provides a good indication of what 
organized labor and leading Demo- 
crats will push for in the next Con- 
gress. This bill, for the first time, 
would have imposed on the states 
federal minimum standards, as to the 
amount and duration of benefit. 

Payments would have had to be 
at least half a worker’s weekly wage 
(but not more than two thirds the 
state’s average weekly wage) for not 
less than 39 weeks. 

The bill also would have forced 
the states to extend coverage to small 
businesses employing as few as one 
employe. This would have added 
about 1.9 million employes to the 43 
million now covered. 

Eighteen states now voluntarily 
cover all businesses employing one 
or more, although since 1954 the 
federal statute has required coverage 
only of those businesses employing 
at least four. Originally it was eight. 

Experience rating, under which 
employers get a tax benefit for stable 
employment, would have been weak- 
ened. 

These changes would bring the 
original federal-state concept of un- 
employment compensation another 
step toward full federalization. END 
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Armco Buildings provide all-weather comfort from: 





MINNESOTA TO FLORIDA 


OWNERS TELL HOW 


“The savings in fuel alone have paid my telephone, electric and water bills 


this past year. Of most importance, however, is the fact that not one 
mechanic was absent from work because of catching cold. We found that 
our building (above left) is weathertight. 

“Its fine general appearance caught the eye of my main competitor, 
and now he has a similar garage.” 





Martin E. Walsh, President, Columbia-Capitol Transit Corporation, St. Paul, Minnesota 


“When it’s hottest. we are better off — more comfortable — in our Armco 


Steel Building (above right). Average hot weather temperatures are lower 
in our building than they are in buildings of different construction.” 


Hamilton McDonald, Vice President, Mac-Don Lumber, Inc., Orlando, Florida 


Armco Steel Buildings are all-weather buildings. They have been 
proved in service from Arctic regions to the Equator. 

Interlocking panel-wall construction makes them exceptionally 
easy to insulate and finish inside. Panel joints form ribs inside to 
which regular finishing materials are quickly applied. In addition, 
these strong, weathertight joints can’t open up or pull apart. 
Economical comfort is assured. 

This is only one of the reasons for the increasing popularity 
of Armco Buildings for uses ranging from retail stores and motels 
to warehouses and manufacturing plants. If you’re planning a 
new building, it will pay you to find out how Armco Buildings 
can do a better job for less money. Just mail the coupon. 


You can purchase 


ARMCO STEEL BUILDINGS 


on our Budget Payment Plan 


Armco Drainage & Metal Products, Inc. 
588 Curtis Street, Middletown, Ohio 


Send me information on Armco Steel Buildings for the following use: 


Approximate size: 





Name 





Firm oe 








Street ie ates 




















eee — 


ENERAL DELIVERY |} 

















f Theute all 
on the 
same route. . 
































...-in the New America, where the wheels 


i\ \ 
Nh 


that go everywhere . ('@ 





enable you to live, shop and 


do business wherever you please! 


> ‘‘Today 70 percent of our post offices can not be reached directly 
by train connections.’’-—Postmaster General, before the 1957 
Annual Meeting, U. S. Chamber of Commerce. 


AMERICAN TRUCKING INDUSTRY 
American Trucking Associations, Inc., Washington 6, D. C. 
THE SHORTEST DISTANCE BETWEEN TWO POINTS IS A TRUCK LINE 
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TRENDS of Nation’s Business 


The state of the nation 


The strain on government ethics 


IN THE OFFICIAL Directory of the Eighty-fifth 
Congress, now approaching its close, an entire sec- 
tion of 54 pages is devoted to a catalog of “Inde- 
pendent Offices, Agencies and Establishments.” 
There are currently 74 of these, not counting any 
of the numerous subagencies which are responsible 
to their parent bodies. 

Just 10 years ago, as listed in the Congressional 
Directory of the Eightieth Congress, the total 
number of these federal agencies was 55. Over the 
past decade, therefore, the net increase has been 
19. Since one has actually been eliminated in this 
period, the rate of increase is a new agency every 
six months. 


All of these agencies are not of equal impor- 
tance. One finds the “Government Patents Board,” 
with only six executive officers, taking alphabetical 
precedence over the ‘“‘Housing and Home Finance 
Agency.” Yet the latter enumerates no fewer than 
128 Administrators, Commissioners, Coordinators 
and Directors, counting their various Deputies, 
Assistants, Special Assistants and Special Assist- 
ants to Assistants. 

In one fundamental respect, however, every 
agency in this proliferating bureaucratic jungle is 
identical with every other one. Each was estab- 
lished by Act of Congress, to do a specific job 
which is more or less outlined in the authorizing 
legislation. All are consequently subject to con- 
tinuous congressional supervision, which neces- 
sarily becomes more extensive as the number of 
federal agencies increases. To handle this responsi- 
bility both the Senate and House have in recent 
years established their respective committees on 
Government Operations and the two chambers to- 
gether have organized the Joint Committee on Re- 
duction of Nonessential Federal Expenditures. In 
addition, a number of special subcommittees have 
been set up for particular investigations. 
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increases about every six months 


SMITH—BLACK STAR 


Of these the House committee on Legislative 
Oversight is currently most famous, for the lurid 
light which it has thrown on the friendship be- 
tween Bernard Goldfine and Sherman Adams. 

Continuous legislative supervision of executive 
agencies is demanded by the American system of 
representative government. It is the more essential 
today because of the enormous power these agen- 
cies have come to wield. Under the generally broad 
terms of its originating statute each of them is 
indeed largely “independent.” The typical agency 
establishes its own rules of procedure, conducts its 
own hearings and prosecutions, lays down its own 
regulations to which all who come within its sphere 
of authority must conform. In the aggregate, bil- 
lions of dollars are handed out annually by these 
agencies, but in return there must be acceptance 
of their controls. 

As the number of these agencies mounts, and as 


By Felix Morley 
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each expands its activities and augments its staff, 
the difficulty of charting a course through this 
labyrinth of bureaucracy also increases. This is 
true both for those who are seeking financial aid 
and for those who are threatened because they 
have failed to conform with some regulation. In 
consequence, people who know the ropes in Wash- 
ington have become steadily more important to all 
who have dealings, voluntary or involuntary, with 
what has come to be known as the government. 
Usually what is meant by this term is only the 
autonomous executive agencies, so it is not sur- 
prising that Congress thinks it time to emphasize 
that it, too, is an essential part of the government. 

Many important developments, by no means 
altogether healthy, trace directly to the growing 
number and complexity of executive agencies. One 
of these is the change in the character of lobbying. 
It is, of course, a natural part of the democratic 
process that any group of concerned citizens 
should seek to influence government in behalf of 
its particular interests. In days gone by this at- 
tempt to influence was concentrated on Congress, 
either to promote or defeat pending legislation. 
Sometimes the pressure worked; sometimes it 
failed. But either way the congressional lobby was 
a relatively open and wholly controllable proce- 
dure. The individual legislator could be held to 
strict accountability, whichever way he voted, by 
his constituents, at the next election. 

Lobbying in Congress is by no means extinct. 
But that which has developed around the execu- 
tive agencies is now far more important, as well 
as much more intricate and secret. In the agencies 
one single appointed official, identifiable to very 
few, usually has the final say as to whether a grant 
shall be made, or a prosecution dropped. His ac- 
tion, however, is taken anonymously— in the name 
of the agency itself. Decision is not made after 
open debate, with a recorded vote. 





This change in the character of lobbying has re- 
sulted in placing a huge premium on close ac- 
quaintance with insiders. The business man who 
has a friend high up in an executive agency derives 
a real advantage from this friendship, not because 
of any influence definable as improper but often 
merely because a natural answer to a natural in- 
quiry can clear away the frustrations which are 
normal in dealing with bureaucracy at arm’s 
length. It was this advantage of the inside track 
which led to the outcropping of five percenters 
during the Truman Administration, something 
which that former President forgets in denouncing 
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“lack of ethics” in the White House now. Ac- 
tually, since President Eisenhower took office, the 
five percenters have faded out. Their methods 
were too blatant, too unscrupulous and too de- 
pendent on the venality of officials for success. A 
consoling part of the problem is that few federal 
officials are venal. Those who can be actually 
bribed are not only rare, but also do not last long 
in office. The great majority of our bureaucrats 
are unquestionably conscientious and responsible 
men, imbued with a real sense of public service and 
unswayed by either fear or favor. 

But, unfortunately, official honesty is not 
enough. The problem is fundamentally one of gov- 
ernment, not of ethics. For it roots in the increas- 
ing authority, complexity and number of executive 
agencies. These are the factors which make it in- 
creasingly helpful, if not indeed essential, to have 
a friend in court. These are the factors to which 
any solution of the problem must be addressed. 

The gifts to officials which periodically make the 
newspaper headlines are certainly sensational. 
They are, however, only a surface symptom of the 
real disease, which is our topheavy and _ hyper- 
trophied bureaucracy. Indeed it is questionable 
whether the gifts themselves can successfully be 
attacked as unethical, since the sense of gratitude 
from which they spring certainly is not. A dozen 
roses to the wife of an official who has given a word 
of friendly advice is surely pardonable. And from 
roses and candy and lunches to mink and vicuna 
coats is a matter of grading, not of morality. 


These considerations, it should be emphasized, 
are wholly apart from the case of Sherman Adams 
or any other official, of high or low degree, who 
has been rightly or wrongly pilloried. But they are 
very much to the point in regard to the report 
which the House Committee on Legislative Over- 
sight will eventually make. 

That report, designed as a basis for legislative 
action, can waste time and paper on essentially 
secondary criticism of individuals. Or, even in an 
election year, it can rise above political prejudice 
to diagnose the real disease, which is the essentially 
corrupting nature of the socialistic state. The 
bigger and more embracing our Washington bu- 
reaucracy becomes, the more certain it is that a 
relative handful of shrewd manipulators will profit 
from its complexity. 

No punishment of individuals will solve this 
problem. Neither will it be solved by making the 
Small Business Administration permanent, which 
is at bottom only a pathetic effort to open chan- 
nels of influence for the little fellows. The one real 
solution is to start cutting down the choking jun- 
gle of executive agencies, instead of adding to them 
at the rate of a new one every six months. 
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PICTURE-TAKING BUILDS 
GOODWILL, TRIMS 
RECORD-KEEPING COSTS 


DETROIT, MICH. 

The staff of the swank Sheraton- 
Cadillac Hotel takes in stride such 
requests as: ‘‘We want to stay in the 
same room we had on our honeymoon 
five years ago.’’ “Can you tell me 
what my restaurant charges were last 
New Year’s?”’ 

At its fingertips are Recordak 
Microfilm copies of registration cards, 
guest ledgers, charge tickets and other 
records for years back. Takes only a 


=RECORDEK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming 
—now in its 3lst year 


eeeeveveeeeeeee eee 


minute or so to check any item in a 
Recordak Film Reader—to see what 
room the honeymoon couple occu- 
pied, to spot the businessman’s 
charge tickets. 


Pictures replace handwritten record 


At the Sheraton-Cadillac, Recordak 
Microfilming does much more than 
cut filing space and speed reference. 
At least six hours of clerical time are 
saved daily by microfilming the checks 
customers offer in payment. This fast 
operation (hundreds of checks photo- 
graphed in one minute) does away 


eeeeeeeceeee s MAIL COUPON TODAY ****e2e2eeeeee8808 
RECORDAK CORPORATION, 415 Madison Ave., New York 17 
(_] Send free copy of “Short Cuts that Save Millions.” 


Hundreds of hotel records are 
photographed in 1 minute on a 
few cents’ worth of film 


EM oy Sts 


No need to keep a written record 
of some 1500 checks cashed daily 


Sw, 


Short cuts with Recordak Microfilming 


Latest report on how this low-cost photographic process is simplifying routines 
for more than 100 different types of business . . . thousands of concerns 


with a multi-column check-listing 
form. Ends transcription errors, too. 
And it protects the hotel should checks 
ever be lost prior to deposit. Small 
wonder so many Sheraton hotels— 
besides the Cadillac—have already 


adopted Recordak Microfilming. 


: y y 


Whatever your business, it will pay 
you to look into Recordak Microfilm- 
ing. Chances are this easy, low-cost 
photographic method has brought 
surprising savings to companies just 





like yours. No obligation whatsoever! 
“‘Recordak”’ is a trademark 
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| Have a Recordak Systems Man contact me. 

Name Position 

Company Type of business. 

Street 

City State 

















Burroughs 


My costs are down...or are they? 








with Burroughs Accounting Machines, you know 


Are you plagued by accounting data that are often incomplete, 
inaccurate or in other ways inadequate? Then remember this: 


The facts of your business life come sharply, quickly and fully into 
focus when you have Burroughs Sensimatic Accounting Machines 
at work for you. 


Payroll accounting, receivables, payables, inventory—you name the 
application. Sensimatics can concentrate on one job or, at the flick of 
a knob, master many. They have the built-in extra speed, capacity 
and versatility to process your data automatically and produce on 
the double the figure-facts you need to understand, control and guide 
your business most effectively. 


See a demonstration at our nearby branch today. Or write to 
Burroughs Corporation, Burroughs Division, Detroit 32, Michigan. 


Burroughs and Sensimatic—TM’s 


Burroughs Corporation 


“NEW DIMENSIONS / in electronics and data processing systems” 
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Washington mood 


President’s past 12 months have been most harassing of his term 


THE WORLD SITUATION being what it is, Presi- 
dent Eisenhower cannot be sure of a vacation this 
summer. If ever a man needed to get away from the 
White House, he does. 

It is not that he is run down or threatened with 
collapse. Physically, he is in good shape, or at 
least so his doctor says. The danger in his case, as 
in the case of any President, is from tension, the 
strain of cumulative problems and anxieties. 

The last 12 months have been the most harass- 
ing that Gen. Eisenhower has experienced as 
Chief Executive, marked by an unbroken chain 
of worrisome and nagging events. They have been 
events of such a character and persistence as to 
make the whole four years of his first term seem 
like a breeze. 

His troubles really started at Newport, R. L., 
where he spent his 1957 vacation. He had hardly 
settled down to his golfing there when a crisis 
arose over racial integration at a high school in 
Little Rock, Ark. That business cast a shadow 
over the summer White House at Newport for the 
better part of a month; and in the end, it shattered 
the President’s vacation when he ordered federal 
troops to take over at Little Rock. 

Next came the shock of Russia’s triumph with 
Sputnik I and Sputnik II, followed in the autumn 
by the President’s “little stroke.”’ But still there 
was no surcease. 

For most of the winter and spring, the President 
was troubled by the business recession, coupled 
with the prospect of a badly unbalanced budget 
and a sharp rise in the federal debt. 

Then came the most awkward development of 
all—the disclosure on Capitol Hill that Sherman 
Adams, his chief of staff, had been a free-loader, 
a recipient of gifts from Bernard Goldfine, Boston 
industrialist and fancier of big-name politicians. 

On top of all this came the bloody revolts in the 
Middle East and his decision on July 15 to send 
Marines to Lebanon—a decision which he acknow]- 
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edged could have “serious consequences.” All things 
considered, therefore, it is no wonder that Maj. Gen. 
Howard McC. Snyder, the President’s physician, 
wants to get his distinguished patient away from 
Washington for the dog days that lie ahead. 


When it comes to a vacation, a President of the 
United States has his choice of just about any site 
in the country, and of some good ones beyond its 
borders. All of the states that boast of recreational 
glories—and that means the whole 48, plus Alaska, 
a soon-to-be 49th—would like to have him for a 
month or so. It would not only be an honor, it 
would be the best kind of free advertising. 

(Key West, Fla., enjoyed a runaway boom in 
the tourist business as a result of President Tru- 
man’s visits there in the 1940’s, and showed its 
appreciation by naming one of its thoroughfares 


By Edward T. Folliard 















A R E N D ) continued 


Truman Avenue.) The President can have his 
choice of the country’s finest resort hotels, includ- 
ing those with first-rate golf courses and fishing 
streams. He can have a whole island in the Gulf of 
Mexico, owned by one of his well-heeled Texas 
friends. For that matter he can get away from it all 
simply by taking over one of the Navy’s cruisers. 


In actual practice, however, a President is lim- 
ited in his choice of a vacation spot; at least that 
is so in the case of President Eisenhower. 

He feels that he has to think not only of him- 
self, but of those who accompany him on the kind 
of vacation he prefers. Usually there are about 100 
in his entourage: Jim Hagerty, his press secretary, 
and other White House personnel; 20 or so Secret 
Service agents, about 50 reporters and photog- 
raphers, Western Union operators, and a Signal 
Corps detachment that handles the switchboard, 
teletype lines and messages in code. 

President Eisenhower wants a place where there 
are accommodations for all of these. Also he wants 
a handy air field for his Columbine ITI. 

This explains why, up until now, he has always 
chosen a government installation in or near a city 
—Lowry Air Force Base at Denver in 1953-54-55, 
and the Navy base at Newport, R. I., in 1957. He 
took no vacation in 1956, that being a campaign 
year. 

The talk around the White House in recent 
weeks is that the President, if he is to have a vaca- 
tion, will go to one of two places this year, either 
back to Newport or to his 190-acre farm estate at 
Gettysburg, Pa., 80 miles north of Washington. 

If it is Newport again. the President and the 
First Lady will take over an admiral’s quarters on 
a breeze-swept island in Narragansett Bay. A 
yacht, the Barbara Anne, will be available to carry 
him across the bay whenever he wants to play golf 
at the Newport Country Club which will be just 
about every day that the weather is fair. 

A vacation at Gettysburg would mean warmer 
weather. But the important thing, from the Presi- 
dent’s standpoint, would be the Gettysburg Coun- 
try Club, only a few minutes drive from his farm 
home. 

To those who have never seen one, a presidential 
golf game is quite a spectacle, and not without its 
puzzling aspects. Although ordinary citizens are 
not allowed to follow Gen. Eisenhower around the 
course, it always looks from a distance as if there 
is a crowd with him. This is because of the Secret 
Service agents. Some will be close to him, some 
in electric carts on the fairway, some deployed in 
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the woods and the rough, and one will be carrying 
a battered golf bag with a walkie-talkie radio set. 

It remains to be seen whether the President will 
take the time this year to campaign for a Republi- 
can Congress, something he did on a rather big scale 
in the last midterm elections in 1954. Admittedly, 
the Republican outlook is not good. The Democrats 
were heavy favorites even before the Adams-Gold- 
fine business added to Republican woes. 

President Eisenhower’s remarkable defense of 
Mr. Adams, particularly his blunt statement that 
“T need him,” distressed some Republicans. They 
thought it sounded like an admission of his own 
inadequacy. Still, the President was only being 
forthright. 


His loyalty to Mr. Adams was likened by some 
writers to former President Truman’s loyalty to 
Maj. Gen. Harry H. Vaughan of deep-freeze fame. 
Actually, the cases were utterly dissimilar. 

The relationship between Mr. Truman and Gen. 
Vaughan was strictly a personal one. They had 
soldiered together and had been cronies for many 
years. When Mr. Truman ran for the Senate in 
1934-40, Gen Vaughan dropped everything to help 
him; and it was out of friendship and a sense of 
gratitude that Mr. Truman made Gen. Vaughan 
his military aide after moving into the White 
House. 

There was no doubt that Gen. Vaughan hurt 
Mr. Truman politically. However, the Missourian 
ignored the cries that he fire his inept aide, 
not because he needed him but simply because he 
couldn’t bear the thought of breaking his heart. 

The relationship between President Eisenhower 
and Sherman Adams is not so much personal as it 
is professional. The two men are not close friends, 
that is to say, cronies; they hardly ever see each 
other outside of working hours. 

Indeed, they had not met until the 1952 cam- 
paign when the soldier-candidate, a novice in the 
political arena, made the then Governor of New 
Hampshire his No. 1 adviser, or, as he used to call 
him, his chief of staff. 

That has continued to be Mr. Adams’ role in 
the White House. All that has been said about his 
vast power has been true. He has been a grim and 
dedicated man with one overriding goal—to make 
his boss look good and to ease the burden of his 
boss’ work as much as possible. No presidential 
aide was ever given more to do by a Chief Execu- 
tive, and none ever worked harder on the job. 

A good many here are predicting now that Sher- 
man Adams, for the sake of the Administration 
and the G.O.P., will pull out of the White House 
in the weeks or months ahead. Maybe he will, but 
one thing seems reasonably sure: He will not be 
pushed—not by the President, anyway. 
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nk Sinatra now starring in **Kings Go Forth"’ 





Who put Sinatra on the spot? 


Frank Sinatra is news. And big box office. And when 
the news broke that Sinatra was starring in a great 
Frank Ross production, KINGS GO FORTH, exhibitors 
were hot to get release dates. So United Artists put the 
Sinatra film “on the spot” coast to coast — on time to 
meet hundreds of advertised play dates — by shipping 
via Air Express. 

Air Express, symbolized by the big “X’’, multiplies the 
speed of shipping every product —from films to filmy 
negligees. That’s because Air Express offers the only 
complete air shipping service to thousands of U.S. 
cities and towns. Yet Air Express often costs less! For 
instance, a 25-lb. Air Express shipment from Hollywood, 


CALL AIR EXPRESS & ... division of RAILWAY EXPRESS AGENCY 


California to Wichita, Kansas (1,240 miles), costs from 
85¢ to $6.81 less than any other complete air shipping 
method. 


Next time, check Air Express first for speed and savings! 


Ly — 


LUIS LESS 


GETS THERE FIRST via U. S. SCHEDULED AIRLINES 









SUN CHASER—WITH TRANSCONTINENTAL MOBILITY 


the BEECHCRAFT SUPER 18 for ’S8s 


The 1958 Beechcraft Super 18 is designed to provide 
Men of Decision with the ultimate in quiet, restful 
surroundings as they speed to new and broader 


business opportunities. 





The eight-place Beechcraft Super 18 
RANGE — up to 1,626 miles nonstop 
SPEED — up to 234 miles per hour 





For information about the Super 18 and the finest 
leasing and financing plans in aviation, see your 
Beechcraft distributor or dealer, or write Beech 
Aircraft Corporation, Wichita 1, Kansas, U. S. A. 





Completely private passenger lounge and private lavatory, 


luggage and pilot compartments are distinctive 


advantages of Super 18 ownership. At speeds up to 
234 miles per hour, miles melt into productive minutes 


inside your own executive transport. 


But the advantages of complete privacy, of walk-around 
comfort, of having the entire continent at your command 
are just a few of the reasons why the Super 18 

is the most popular airplane of its type in the world. 


Beechcraft 


> —4Z 
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BEECHCRAFTS ARE THE AIR FLEET OF AMERICAN BUSINESS 
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Revolution in 
management 
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Research of yesterday and today will 
spark new industrial era in next decade 
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THE NEXT DECADE will be an age of unprecedented 
boom for America—an era of change that will bring 
new marketing, manufacturing and management tech- 
niques to industry. 

Currently accepted methods of operation will be 
inadequate to cope with this coming industrial revolu- 
tion that will be triggered by new products and new 
processes now under development. 

In the near future we will enter an age of accelerated 
obsolescence in which management functions and 
manufacturing operations must also be accelerated. A 
primary corporate need under these conditions will 
be an ability to act with speed and certainty in de- 
veloping, manufacturing and marketing products, as 
well as an ability to react in similar fashion to inno- 
vations of competitors. Degrees of success in achieving 
this corporate agility will spell the difference between 
failure and prosperity for many companies. 

Future levels of sales and profits will be determined 
as much by a company’s advances in management 
thinking as its technological achievements. Today’s 
record research spending indicates most companies are 
working on the second problem. Time will tell how 
many recognized the need for new concepts of man- 
agement. 

It is possible to pinpoint the approaching industrial 
revolution with a fair amount of certainty. 

In the past five years we have spent as much money 
on industrial research as was spent in the previous 25. 
To date, little of this tremendous investment has borne 
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fruit because of the time lag inherent in research proj- 
ects. But we can expect large-scale impact by the be- 
ginning of the next decade. 

Products not now available are expected to add an 
estimated $50 billion to sales and account for 13 per 
cent of all manufacturing by 1960. The volume of new 
products and processes from industrial laboratories 
will increase each year during the next decade. It will 
be an age of innovation unequaled in history. 

In this decade the market place—where industry 
competes for the consumer dollar—will change dras- 
tically. 

The trend toward enlarging the span of the middle 
income group will be intensified. Many new processes, 
currently under development, place considerable em- 
phasis on automation and will require a great deal 
more mental dexterity on the part of the average work- 
er. An upgrading of job requirements and greater 
worker income will result. This will accentuate the 
growth of the middle income group. 

The people of our nation have an almost inherent 
appreciation for the new. This will be further magnified 
in the years ahead. A swelling array of new products 
will result in rapid capital turnover and, as consumer 
wants, income and spending increase, production will 
be stepped up to keep pace with demand. 

Considered alone, the flow of new products begin- 
ning in 1960 will add stability to our national econ- 
omy and industrial operations. When the benefits of 
product innovation are added to considerations of 
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population growth, rising income and increased pro- 
duction, however, we can predict much more than 
stability. 

As laboratory successes broaden product lines, full- 
scale research will certainly increase the marketing 
scope of many companies. In 10 years twice as many 
products for consumer needs may be on the market. 

Extension of product lines will intensify competition 
not only within industries but between them as well. 
The successful company of the future will battle for 
consumer acceptance against conventional products of 
traditional competitors and substitutes developed in 
other industries. 

To cope with this increased competition, companies 
will protect their markets by forced obsolescence. 
When a new item has been successfully marketed, the 
developer immediately will focus research efforts on an 
improved replacement. He may well introduce this re- 
placement to the market before the original has lost 
its consumer appeal. 

New products will not be enough. Today, only one 
in five are successful and each failure takes a large 
slice of profit from successful items. Companies will 
seek to narrow this margin of error with expanded 
marketing research efforts. In its effort to discover 
what products the consumer wants and the most effec- 
tive way to merchandize those products when they are 
available, industry will turn to the social sciences for 
basic answers. Psychologists and sociologists in charge 
of motivation research studies may well be corporate 
staff men in the future. 

To achieve greater speed and accuracy of manage- 
ment decisions and implementation of those decisions, 
companies will also increase the scope of various staff 
functions charged with supplying information and 
recommendations to top executives. This includes 
current functions such as advertising, public relations 
and marketing. In addition, industry may develop 
intelligence staffs whose primary function is to keep 
up with the activities of competition. 

An example will illustrate the need for increased 
speed and accuracy of upper echelon executive de- 
cisions. Company A markets a spray-on insulating 
compound in 1960. Two years later, Company B in- 
troduces an improved replacement and captures the 
market. 

Company A’s material enjoyed a two-year product 
life. It might have been greater. Company A has no 
control over the date on which a competitor introduces 
a superior product, but, by marketing its own material 
earlier, say 1959 instead of 1960, Company A could 
have increased product life by 50 per cent. 

If Company A management decisions on the new 
product were made faster, and if production had been 
able to implement those decisions with greater speed, 
it could have achieved an earlier marketing schedule. 

To permit such quick production change-overs, 
many industrial plants will be designed with an eye 
to rapid shifts from existing to improved products. 

In the face of this need for greater production flexi- 
bility, automation cannot be a universal solution to 
production problems. Automation is practical only 
with long-duration repetitive operations. In the future, 
when set-up time for production change-overs can 
mean the difference between profitable product runs 
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and a money loser, complete automation could be the 
noose causing costly production bottlenecks. 

With some manufacturing operations, especially 
those which process raw materials, full-scale auto- 
mation is feasible. However, in finished product oper- 
ations, where frequent styling changes are essential 
to successful marketing, the benefits of complete auto- 
mation must be compromised with the need for flexi- 
bility. 

Mechanical and electronic computing devices will 
play an increasingly important role in decision mak- 
ing, although computers will never replace the human 
decision maker. They will, however, serve as informa- 
tion storehouses and will be used for fast, low-cost 
operational systems studies. They may even serve as 
mechanical brainstormers to produce an array of 
possible problem solutions. 

To carry out management decisions more quickly, 
many companies will make clear distinctions between 
line operations and staff planning responsibilities. 
Large companies will develop staff planning groups 
free of the demands of current operations. These 
groups will coordinate and direct all developmental 
stages from research to initial full-scale production of 
a new product. Operating management will take over 
only at the last moment and assume production re- 
sponsibilities. 

In this approaching age of innovation, research 
management will be a vital consideration to all com- 
panies. Research without proper limits could become 
the tail that wags the dog. Undoubtedly, research will 
increase competition. More competition could lead to 
greater research expenditure and so on. Companies 
caught in this spiral of rising costs could be ruined. 

It is impossible to establish a point of diminishing 
returns to govern research investment for all com- 
panies. The per cent of sales plowed back into re- 
search will vary from company to company and in- 
dustry to industry. But each individual company will 
need general controls for its research efforts. Perhaps 
the same guides now used to control other operational 
phases can be applied to research. 

Basically this involves setting up a planned pro- 
gram with realistic goals for the research group. 
Limits in terms of money and time are included. 
Progress is periodically reviewed and evaluated in 
light of the original plan and necessary revisions are 
made. 

The view of research today is often similar to the 
mystery of styling that prevailed for a time in the 
1930’s. After allowing many costly excesses, manage- 
ment eventually discovered that stylists and their art 
could be understood and controlled with objectives 
and limits of time and money. The same is true for 
research today. 

We have examined some of the new techniques 
of marketing, manufacturing and management which 
industry will adopt in the coming age of innovation. 
Undoubtedly, problems as yet unsuspected will ne- 
cessitate many other changes. However, those who 
face the new era with open minds and a willingness 


to adjust to change will surmount tomorrow’s prob- 


lems and reap considerable reward for their efforts. 
And the new era will be with us sooner than many 
realize . . . 1960 is only 17 months away. END 
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Plan 


tomorrow’s 
profits 


An understanding of these four phases of long- 


range planning can help improve your business 


In 1958 only 

20% of businesses 
had some kind 

of long range 
planning 


LONG-RANGE PLANNING is a major trend of the 
times. Behind this trend are many new forces and de- 
velopments. Among them are these: 

1. Business readjustment. Because of the uneven 
nature of business in various sections, many firms are 
hastening to guard their profits by moving into new 
growth areas. Others are programing cost reductions 
through more efficient plant facilities. 

2. Today’s acceleration of change. Never has change 

economic, technological, and sociological—been so 
rapid and so certain to be further speeded by the pres- 
sure of changing population. In consequence, new in- 
dustrial complexes are forming, with vertical and 
horizontal integration of companies taking place con- 
tinuously. 

3. Complexity of today’s product planning. Modern 
distribution of products in nationwide markets re- 
quires extremely large investments, complex distribu- 
tion machinery and longer forward planning cycles. 
New products come on the market rapidly. Long lead 
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Today more than 
50% are planning 
for the future 


times for many intricate technical products, such as 
aircraft, have lengthened the planning period. 

4. The systems approach. Along with all these has 
come what is known as the systems approach in prod- 
ucts, such as the combination of aircraft, guns and 
electronics in the air weapons system, or of machines, 
motors and controls in today’s modern factory. 

All of these take more planning. 

Broad effects already are apparent. Management 
authorities say more than 50 per cent of today’s busi- 
nesses have some kind of long-range planning. Five 
years ago the figure was scarcely 20 per cent. Many 
management consulting firms say they are doing more 
work in long-range planning than in such emergency 
recession measures as cost-reduction studies. 

In conferences on economic improvement, leaders 
are stressing the importance of insuring future profits 
by projecting optimum operations into the years 
ahead. 

“T can do little to affect today’s results,” one corpo- 
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I can do little 

to affect today’s results, 
but I can do a great deal 
to affect results five 

or 10 years from now 
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ration president says, “but I can do a great deal to 
affect results five or 10 years from now.” 

“Few substantial businesses today can expect to 
survive and grow without a dynamic plan for con- 
tinuous innovation in products, processes, facilities, 
methods, organization, leadership and all other aspects 
of the business,” says Ralph J. Cordiner, board chair- 
man and chief executive officer of the General Electric 
Co. “These innovations require early major invest- 
ments in products which may not reach commercial 
maturity for 10 years or longer.” 

A long-range plan usually includes four phases: 
> Setting up goals for future development. 
> Product or services programing. 
> Programing of other functions. 
> Carrying out these programs. 

In well-managed companies, future planning is 
carried on in some departments all the time. Com- 
paratively new is the total planning which pulls de- 
partmental or divisional planning together in a co- 
ordinated corporate pattern, capable of indefinite 
expansion. Companies which have a long-range plan 
in operation can use the following as a check list to 
see how they can carry it further. 


Goals for future development 


1. Setting up quantitative objectives—sales and 
profit goals—and determining the extent to which 
current products can contribute to planned growth. 
This phase might be called extension of budgeting: 
the extension of the divisional and total company 
annual budget to a longer period—as compared with 
strategic or master planning which involves new 
products or fields of operation. 

2. Making an audit of the company’s resources in 
terms of skills, reputation, financial strength, market 
acceptance and the like. 

3. Analyzing possible weaknesses in various phases 
of the company operation or of competitor strengths 
to be offset. 

4. Drawing up a statement of business philosophy 
—the purpose or concept of the whole operation. 

5. Determining the scope and pattern of future 
operations. 


Setting up quantitative objectives: This first step 
begins by examining the past growth-pattern and 
profitability of each product or product line. 

“The real nub of forward planning is in getting your 
product planning done right,” says William E. Hill 
of William E. Hill and Company, management con- 
sultants specializing in forward planning. “Once you 
get the volume and profit projections on each of your 
new and existing products, you can plan the type of 
organization you need, the physical facilities, market- 
ing organization, financial needs and all the rest.” 

After products are examined, comparisons can be 
made between them; then between product lines. 
Comparisons should also be made with competing 
companies and with the industry as a whole. These 
calculations will make it possible to set standards for 
future profitability and growth. 

These standards serve as a basis for planning a 
course of action: to maintain growth of attractive 


NATION’S BUSINESS-AUGUST 1958 








lines; to raise deficient product lines to par, and 
bolster those which lag behind the competition; to 
set standards for the company as a whole. 

“Strangely enough, many managements are puz- 
zled as to what objectives or standards they should 
set up for themselves,” says Charles H. Granger, a 
partner of Mr. Hill. “There is no such question in the 
stockholders’ minds. They know. They want their in- 
vestment in the ABC company to pay off as well as if 
they put the money in the XYZ company. This is, of 
course, reflected in the price the investor is willing 
to pay. Management would do well to be guided by 
this type of thinking.” 

The first step in projecting these operations into the 
future is to consult the economic forecasts for the 
total economy, the industry and the individual mar- 
kets under consideration. As a matter of fact, these 
should be nailed on the wall, figuratively speaking, to 
be consulted at regular intervals during the planning 
program. 

William E. Roberts, executive vice president of Bell 
& Howell Company, characterizes this stage: 

“In setting our goals, we take a retrospective look 
at where we have been, an objective look at where we 
are and a hopeful look at where we want to go. We 
keep an eye on economic forecasts, charting eight 
basic economic indicators, but we do not let them in- 
fluence our thinking entirely. If the economic outlook 
is good, we are encouraged to go ahead with our plans. 
If it is foreboding, we determine to buck the trend 
with alternate plans to trim sail if necessary.” 

Accompanying the examination of the economic 
forecasts should be a running analysis of all foresee- 
able technological changes likely to affect the product 
market, the company and the industry. At this stage, 
necessary marketing research should be conducted. 

With this information on hand, a company is ready 
to establish company-wide sales and profit forecasting 
procedures and set up company standards for prof- 
itability, growth and share of the market for all prod- 
uct lines and operating units. 

Then it is the time to decide upon company aspira- 
tions and see whether projection of present operations 
will meet the standard. Say the goal is $100 million 
in sales by 1965. But assume for the moment that the 
projection falls $25 million short. To make it up, the 
company will have to go to new products in the same 
field or move to other fields. 

At this point the extension of budget type of plan- 
ning ends and the strategic program begins. 

How to go about deciding the move to make? 

The first step in this decision is: 


An audit of company resources: Management asks 
itself, ““What do we do best?” 

The audit covers company resources in terms of 
organization, reputation in the field, skills, equipment 
and so forth. It means an analysis of production, 
marketing, product planning, finance and control, re- 
search and development—all departments of company 
activity. 

This, in turn, leads to the next step: 


Analysis of company weaknesses and competitor 
strength: The question here is simply, “What are our 
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limitations?’”’ Perhaps many of the executives are near- 
ing retirement. 

Perhaps the company is weak in product planning. 
Perhaps it needs better research and development. 
Perhaps its whole field is weak and it needs to move 
into a growth industry. 

“After the weakness is diagnosed, this phase can 
also include measures to overcome the limitation,” 
suggests Samuel L. H. Burk, of Rogers, Slade and 
Hill, management consultants. 

“If it is a lack of marketing know-how, the analysis 
might include a decision, for example, to acquire a 
company with the desired marketing know-how, or 
perhaps add personnel who had that particular back- 
ground.” 


Statement of business philosophy: Here is where 
management must sit back and work out a company 
philosophy, if it hasn’t done so already. 

“This is the time to evolve the Ten Command- 
ments,” says Mr. Granger. “Is the company primarily 
manufacturing or market-oriented? Is it best suited 
to the capital goods industry or the consumer field? 
Does it want to be in the quality end of the business 
or in the mass production of low standard goods? 
Will it do best by going on as it has been going? Or 
by adding new directions, new concepts, new dimen- 
sions?” 

For example, the Crompton & Knowles Corporation 
of Worcester, Mass., had for many years been making 
textile machinery, but the prospects for expanding 
sales volume in this specialized field appeared more 
and more limited. So (continued on page 74) 
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HERE'S 
WAY TO 
MORE 
SALES 


Company objective can be most important 


factor in current race for bigger volume 


THE GREATEST SALES gains in 1958 and 1959 will 
be scored by companies that focus attention on the 
management of their sales effort. 

The salesman needs the encouragement and confi- 
dence of strong and enthusiastic sales leadership. 

This view is expressed by G. Clark Thompson, sales 
management specialist who is director of the Division 
of Business Practices of the National Industrial Con- 
ference Board in New York. For 15 years Mr. Thomp- 
son has been in charge of the Board’s studies of 
marketing practices and draws upon these investiga- 
tions as well as upon the Board’s marketing confer- 
ences and seminars for the thoughts expressed in this 
interview. NICB is a nonprofit, independent research 
and educational institution which studies economic 
and administrative problems of business. 

Discussing current sales problems, Mr. Thompson 
says the salesman “needs the development of his own 
skills and guidance in how best to utilize these skills. 
Sales managers must work closely with their men, 
give them the will, enthusiasm, pride, ability to sell. 

“Our studies show that the men who can do this 
best are those who have these qualities themselves, 
and can impart them to others.” 

To achieve these goals, to plan for better profits 
ahead, company executives are asking questions such 
as these: 
> What kind of sales organization will best meet the 
needs of the future? 
> What sales policies will be required? What pricing 
policies? 
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> How can inventory be better managed? 

> How can forecasting be improved? 

>» How can long-range plans help in short-range situa- 
tions? 

> How can salesmen best be stimulated? 

> What kind of sales training works best? 

>» What is the best kind of sales meeting to hold? 

> What’s the outlook for the number of skilled sales- 
men? 

In this exclusive NATION’s BUSINEss interview, he 
answers these and other questions about sales, market- 
ing and organization for better profit planning. 

Here are Mr. Thompson’s answers. 


In today’s business situation, what can companies 
do to pep up sales? 


The average sales manager is doing everything he 
can to get his sales force to make more calls, to devote 
more time to selling, and to sell harder. 

Some sales managers, however, feel that this type 
of activity might be demoralizing unless top manage- 
ment gives adequate consideration to planning and 
support activities. 

For example, it has been generally assumed that 
companies would not cut advertising, promotion and 
sales support activities in times of declining markets. 
Yet today we find instance after instance of companies 
that are cutting back on market research, promotion, 
advertising; even, in some instances, on their sales 
force. 

Another danger which some sales managers see is 
that of coming up with solutions which are really im- 
material. 

There is a tendency to say, “Let’s have a big 
sales meeting and pep up the salesmen.” But they give 
no real thought to what they are going to teach the 
salesman that will make it possible for him to increase 
his effectiveness, or to what type of advertising, pro- 
motion, or product changes and price adjustments 
will make it possible for these salesmen to reach the 
goals outlined in these pep meetings. 

The results, some sales managers say, are demoral- 
ized salesmen, increased selling costs, and little, if 
any, increase in sales. 


In your study of current sales management prac- 
tices, what do you believe the company’s approach 
should be in boosting sales? 


Many sales managers feel that the greatest gain in 
1958 or 1959 will come from companies focusing their 
attention first on the sales management level, rather 
than on the salesmen’s level. 

They are not suggesting that we stop our efforts to 
get the salesman to sell harder and more intelligently 
but they feel that this activity might be less produc- 
tive, both long and short term, than a complete reap- 
praisal of the company’s sales philosophy and methods. 

The primary function of sales management is to 
make plans, to develop programs for carrying out these 
plans and to establish systems of coordination and 
control to assure efficient accomplishment. 

Sales managers further believe that a recession offers 
management an opportunity to reappraise marketing 
philosophies and methods and make adjustments. 
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Greatest gain will come 
from focusing FIRST on sales 
management rather than 


at salesmen’s level 


When sales are good and markets are strong, flaws 
in marketing philosophy and methods are not nearly 
so apparent as when the going gets rough. 

Some companies are discovering real chinks in their 
sales organization and channels of distribution that 
were not apparent three or five years ago. 


Does this mean better coordination of selling ef- 
forts is required? 


This is important, but not the first step. Today’s 
conditions demand a clear determination of the com- 
pany’s immediate sales objectives and plans. In time 
of high activity, companies tend to lose sight of their 
goals in favor of day-to-day decisions. When times get 
bad, selling is likely to become a firehouse activity. 

Hence, objectives are either lost sight of or con- 
stantly changed. 

Plans become muddled and at times different por- 
tions of the sales organization are working at cross 
purposes, or at least not working in the same direction. 
As a result, effectiveness is lost and the company’s 
long-range market position may be damaged. 

Those who feel that the approach to the current 
situation must start at the top believe that the first 
thing sales management must do is to clarify its sales 
goals and policies. (continued on page 54) 
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HOW TO ENJOY 


YOUR JOB 


Executives can build work satisfaction 


and job effectiveness at the same time 


EMPLOYES OF A SMALL eastern 
manufacturing corporation swear to 
the truth of this story about their 
president. 

On a sunny Saturday afternoon 
a few years ago, the president, then 
a vice president, was bent over his 
desk in deep concentration. Sud- 
denly he was shaken from his medi- 
tation by the excited voice of a col- 
league who had burst into his office. 

“What in heaven’s name are you 
doing here, Frank!” his colleague ex- 
claimed. 

Not that it was unusual to find 
this vice president on the job on Sat- 
urdays. But this Saturday was dif- 
ferent. There was cause for alarm. 
The vice president had an appoint- 
ment that very hour in church. It 
was his wedding day. 

This absent-mindedness—which 
made the bridegroom late for his own 
wedding—is hardly a typical trait of 
corporate executives. However, his 
all-absorbing love of job is charac- 
teristic. It is a quality that has 
helped propel many a man to the top 
of his organization. For many suc- 
cessful managers, work is synony- 
mous with life itself; and job satis- 
faction feeds on the challenge of an 
unfinished problem. 

NATION’S BUSINESS interviewed 
psychologists, psychiatrists, consult- 
ants and executives on the subject of 
executive job satisfaction to seek a 
better understanding of its elements 
and tne part it plays in effective 
management. 

The key findings are: 

1. Executives need special kinds 
of job satisfaction. 

2. Today’s industrial organization 
can be the scene of great frustration 
and great enjoyment. 

3. Executives can achieve richer 
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job satisfaction and more productiv- 
ity at the same time. 


Kinds of satisfaction 


For every executive, some phases 
of the job are more enjoyable than 
others. Usually these are functions 
he does well or with ease because of 
his experience and skill. Since on the 
highest managerial levels there is fre- 
quently considerable leeway in what 
an executive does and when and how 
he does it, there is danger that he 
may spend too much time doing what 
he likes best to do. 

Take the case of the company 





president who got to the top via the 
sales route. Now, as president, he 
spends six months of the year on the 
road seeing customers and loves it. 
But the company’s organization 
structure is outdated, plans for a cost 
control system are in mid-air and a 
building program has bogged down. 

The president is too busy enjoy- 
ing the one part of his job which he 
knows best. 

“There’s a big difference between 
making play out of work and playing 
at work,” notes Dr. Robert H. Felix, 
director of the National Institute of 
Mental Health. “Enthusiasm and 
enjoyment in one’s work are impor- 
tant for both physical and mental 
health,” he says. 

However, the man who seeks job 
pleasure at the expense of other re- 
quirements lacks maturity and a 
recognition of the scope and respon- 
sibility of the job. 

Surveys of executive job satisfac- 
tions have pointed up some specifics. 
Executives’ stated satisfactions range 
from liking to work with figures to 
liking to be an integral part of the 
organization. Executives also say 
they derive their greatest satisfac- 
tions from the increased importance 
of their firms in the economy, work- 
ing with their people toward a com- 
mon goal, solving tough problems, 
feeling vital in the operation of com- 





“frustrated and dissatisfied 
... but they love it” 
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pany programs, and having the free- 
dom and opportunity for creative 
planning. 

Another satisfaction, notes Dr. 
Felix, comes from “being in a posi- 
tion where policies and programs are 
influenced by you at the raw level.” 
It’s the satisfaction of power com- 
bined with the need to create. 

The executive in truth “creates a 
course of action,” as Bernard J. 
Muller-Thym, management consult- 
ant, puts it. Moreover, in creating 
this course of action, the executive 
“initiates changes that make a con- 
tribution which can be recognized as 
useful,” says Dr. Edwin M. Glass- 
cock, consultant with Farr and 
Glasscock Associates. 

At the root of executive satisfac- 
tion, however, is what Dr. Felix calls 
a certain “divine discontent,” an 
“itch that must be scratched.” This 
is the dissatisfaction with things as 
they are that spurs the imagination 
and creativity. 

“A lot of executives I know get a 
tremendous kick out of their jobs, the 
prestige and the money, but they are 
ulcerous worry warts,” says John 
Sargent, of Cresap, McCormick and 
Paget, management consultants. 
“They are frustrated and dissatis- 
fied, but they love it,’ he notes. 

“In my experience,” comments 
Dr. James Farr, of Farr and Glass- 
cock, “‘the best executives are the 
most dissatisfied, in that they must 
have challenge and are always under 
pressure to measure themselves 
against some task.” 

So, the deepest and truest satisfac- 
tion for executives seems to arise 
from a discontent that stimulates 
creative powers which bring accom- 
plishments that the executive himself 
sees or senses. 


Frustrations and enjoyment 


In such times as these when the 
chill of recession has pervaded busi- 
ness generally, the economic atmos- 
phere provides little cause for cheer 
among executives. As many firms 
have retrenched and reshuffled their 
programs and organizations, it has 
left some misfits and much dissatis- 
faction. 

Even in more buoyant times, the 
nature of some large business organi- 
zations is a source of frustration and 
dissatisfaction for executives. Mul- 
tiple divisions, dispersed plants, fre- 
quent changes in products, produc- 
tion and distribution make timely 
information and communications 
difficult. A tendency toward speciali- 
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“Being keyed up... helps you 
deliver with maximum punch” 


zation, close control, rigid policies 
and many levels of authority may 
conflict with the drive for independ- 
ence, variety, individualism and 
breadth of duties and authority. 

For many executives in both large 
and small organizations, government 
restrictions, high taxes, labor union 
power and resulting worker atti- 
tudes, not to mention touchy world 
conditions, are environmental causes 
of worries. 

As managers move up to the high- 
est ranks of their companies, new 
sources of tension and anxiety arise. 
Competition among managers be- 
comes stiffer and rivalries for promo- 
tion are more intense. At the sum- 
mit there is a loneliness and isola- 
tion that makes it easy to understand 
what William Howard Taft meant 
by a comment he made after his first 
few months in the White House. 
“Nobody drops in for the evening,” 
he bemoaned. 

Ranking executives must cope 
with what Dr. Felix terms “one of 
the saddest things in administration 
—the yes-man.” Dr. Felix, a psy- 
chiatrist who administers a $40 mil- 
lion a year program himself, says 
some administrators become tense if 





there is disagreement around them, 
so they surround themselves with 
yes-men. This makes for more anx- 
iety because the executive never can 
trust the candidness of his subordi- 
nates’ answers. Even when he cracks 
a joke, he finds that often the re- 
sponse is hollow loyalty laughter. 

Troubles and dissatisfactions can 
grow in situations of overlapping re- 
sponsibilities where job limits are 
not defined, asserts J. Francis Canny 
of Hoff, Canny, Bowen & Associates, 
Inc., executive recruiters. Improper 
placement of executives in jobs that 
are either far too big for them, or not 
big enough, can lead to dissatisfac- 
tions. 

Perfectionist tendencies can be 
causes of dissatisfaction, too, says 
Dr. Glasscock. Many executives are 
so conscientious they try to devote 
too much attention to too many 
things. This leaves most activities 
in a half-done state that breeds 
worry. 

For middle managers sometimes a 
special problem can cause great dis- 
appointment. They come to realize 
that they are against a blank wall as 
far as advancement is concerned, 

(continued on page 85) 
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THIS TAX PLAN 









BOOST BUSINES 


Immediate spur to the economy would come 


from proposed change in depreciation base 


MOVES TO ENCOURAGE investment in new plant 
and equipment could spark the next boom, many 
economists believe. 

Sen. Homer E. Capehart, Republican of Indiana, 
is author of pending legislation which he is con- 
vinced will do just that. 

Capital expenditures are expected to plunge this 
quarter to an annual rate of $30.3 billion from the 
$37.8 billion annual rate of the third quarter last 
year, according to the most recent federal survey. 

Senator Capehart, chairman of the board of Pack- 
ard Manufacturing Company and operator of a 2,400 
acre farm in his home state of Indiana, is the ranking 
minority member of both the Senate Banking and 
Currency Committee and the Joint Committee on De- 
fense Production. 

He was elected to the Senate in 1944. 

In this interview, Senator Capehart describes the 
economic impact his proposal could have. 





Senator Capehart, what are you advocating as a 
possible stimulant to the economy? 


I am advocating legislation to permit larger tax de- 
ductions immediately on new capital investments. My 
hill would reduce the useful life (which is the basis 
the Internal Revenue uses for allowing depreciation 
for tax purposes) of all capital assets or goods bought 
or contracted for in calendar 1958 and ’59, be it build- 
ings, machine tools, farm equipment, adding machines, 
typewriters, air conditioning, new store equipment, or 
any of the hundreds of items covered by the broad 
term of capital assets. 

The bill would apply to all of them, so that its ad- 
vantages would accrue to all on the same basis, an esti- 
mated 10.5 million business units, including our farms. 
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How would this stimulate the economy at this time? 


It would encourage businesses and farms to pur- 
chase immediately every conceivable kind of a capital 
asset because the bill provides that payment of part 
of the taxes could be deferred. 

However, there would be no loss to the government 
in tax revenue over the useful life of the product. The 
purchaser would have an immediate saving but in the 
end he would pay the full amount of tax. 

Specifically, the depreciation period for any capital 
investment now based on an estimated useful life up 
to 15 years would be reduced by half. That part of the 
estimated life of a capital asset over 15 years would 
be reduced by two thirds. 

So with a shorter life to base the depreciation on, 
more of the cost of the investment could be deducted 
as depreciation each year. But, of course, depreciation 
deductions would not extend over as long a period as 
the present schedule of useful lives provides. If a tax- 
payer should choose to take the deductions over longer 
periods, he could do so, since my bill sets minimum, 
not maximum, useful lives. 


Could you cite specific examples of how businesses 
could take advantage of this bill? 


For a farmer, a new tractor could be depreciated 
within five years, instead of 10; a combine could be 
depreciated within 7.5 years instead of 15; a corn 
crib could be depreciated within 12.5 years instead 
of 30. 

The small factory owner could depreciate tools and 
dies in 1.5 to two years instead of three to four years; 
heavier machinery and tools could be depreciated in 
7.5 to nine years instead of 15 to 20. 

For heavier industry, a new plant of average con- 
struction could be depreciated in 16 years instead of 
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A Nation’s Business interview with 
SEN. HOMER E. CAPEHART 


40. Rental housing—homes, apartment buildings and 
office buildings—average construction could be de- 
preciated in 16 years instead of 40. 

For transportation systems, the beneficial effect of 
this bill on our railroad system would be tremendous. 
Because they could depreciate it more rapidly, it is my 
best judgment the railroads would immediately acquire 
hundreds of millions of dollars worth of new equip- 
ment. 

Of course the bill would also be applicable to other 
forms of transportation. 

The bill would provide an incentive for wholesale 
and retail stores to carry out renovation programs, 
new store fronts, new fixtures, and so forth, that they 
may need and have been anticipating in the future. 


What would be the advantage of a depreciation 
measure such as this over, say, pump-priming legis- 
lation? 

There would be many advantages: First, under this 
plan you do not forgive any taxes, you only postpone 
them. Pump-priming requires taxes immediately. 

Second, pump-priming projects require many 
months and sometimes a year or two to plan before 
they can be started. Under this bill you would put 
men and women back to work the first day the bill 
became law. 

Third, under pump-priming, projects may well be 
several hundred miles away from the unemployed 
person’s home, requiring many either to travel long 
distances to work or denying them the right to work 
on pump-priming projects. Under this bill these peo- 
ple would no doubt be able to get the same job they 
were formerly laid off from, or at least obtain jobs in 
their own neighborhood. 

Fourth, pump-priming primarily only helps the un- 
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employed. This Act will not only find jobs for the 
unemployed, it will likewise guarantee the stability of 
existing jobs by increasing the business of all pro- 
ducers and processors in the United States. 


Could your bill be expected to reverse the present 
decline in plant and equipment investment? 


My best judgment is it would not only reverse the 
decline, but likewise would increase the investment 
in plant and equipment over any previous year. 


Would your bill advance technology or provide 
more modern productive capacity? 


The purpose of the bill, of course, is to provide jobs 
for the unemployed, and guarantee the stability of ex- 
isting jobs, without costing the taxpayers any money. 

However, it has another big advantage: It will en- 
able manufacturers, processors, retailers, and farmers 
to revitalize, rebuild and modernize their existing 
facilities; to buy new bookkeeping equipment, farm 
implements, air-conditioning, and dozens of similar 
and useful items. 


How would this legislation eventually affect the 
federal budget picture? 


The government would collect less taxes immedi- 
ately, but, in the end, it would collect all the taxes 
that it collects under existing law. 

However, many people believe there would not even 
be an immediate loss to the federal Treasury, because 
the bill would provide so many additional jobs and 
new businesses that the taxes paid on them would off- 
set the deferred tax payments. The federal govern- 
ment, as a result of the improved, modernized, en- 
larged facilities, might, in years to come, collect more 
taxes rather than (continued on page 59) 
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SOONER 


Businessmen tell how private enterprise can 
beat Russian system in armament race 


AMERICA HAS BEEN coming out second best in vital 
competition with the communist system. 

United States producers took eight years’ lead 
time to develop their first long-range jet bomber, the 
B-52. 

The Soviet Union produced the Bison, a compar- 
able performer, in four to five years. 

This country needed seven years to build a high- 
performance jet fighter, the F-102. Four years was 
enough for the Soviet Union to produce the F-102’s 
counterpart, the Farmer. 

On the average the communist system has been 
beating us by an even greater margin because of the 
development lag in other than priority aircraft. We 
need 10 to 11 years; they need five. 

What’s wrong with the American system and how 
can it be improved? 

Industrialists say the Defense Department has 
drifted away from the private enterprise system; in- 
centives have been minimized; government control of 
detailed plans and operations has been too highly 
centralized. 

Science long ago outmoded the concept that land, 
sea and air forces can operate separately against any 


enemy. 

President Eisenhower’s defense reorganization plan 
is designed to deal with this. 

But science also has outmoded military procure- 
ment methods. The Pentagon’s management tech- 
niques have not kept pace with those of private in- 
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dustrialists. Critics say the main problems are these: 

Initiative is actually discouraged. 

Minor decisions take months, sometimes years, to 
make. 

Contractors who make manpower savings or auto- 
mation improvements risk penalties. 

Profits are low. 

Competition, the spice of the free enterprise system, 
is threatened by specters of a weapons cartel on one 
side and socialism on the other. 

Aircraft manufacturers proved to their own satis- 
faction last year that a return to private business 
techniques could end Soviet superiority in aircraft 
lead times. Without consulting the Pentagon, they 
built in nine months an aircraft called the Jet Star 
which would have taken two and one half to three 
years under Defense Department auspices. 

Secretary of Defense Neil H. McElroy has recog- 
nized many of the problems. He is already moving 
to correct some of them. However, much remains to 
be done. 

Not all the delays can be blamed on the Defense 
Department, of course. The Budget Bureau frequently 
insists on time-consuming clearances. Congress has 
insisted that contracts be placed in hardship areas 
whenever possible—a desirable policy but one which 
requires a complete survey of the nation’s depressed 
areas each time a large contract is let. 

But influential opinion on Capitol Hill, in private 
industry and even in the Defense Department itself 
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DR. JAMES R. KILLIAN, JR. 


President's science adviser 


now insists that a breakthrough in Pentagon pro- 
curement methods is essential: 

> Weapons planning must give greater weight to scien- 
tific opinion and seize on basic research discoveries 
sooner. 

> Authority and responsibility must be concentrated 
in fewer decision-makers. Contractors should be al- 
lowed to make minor design changes without advance 
military approval. 

> Effective profit incentives for efficiency must be 
adopted, to stimulate savings in manpower, funds and, 
above all, time. 

> Government financing of weapons-making facilities 
should be minimized. Trends toward weapons cartels 
and away from competition should be reversed. 


Weapons planning 


Sketching out a new weapon is now undertaken in 
the American system only after a military service can 
show a well-thought-out requirement for it. This is 
economical and avoids a confusing proliferation of 
weapons gadgetry ill-suited to strategic and tactical 
needs. 

But, critics contend, just the opposite should be the 
case: Strategic and tactical concepts should be de- 
vised to take advantage of new weapons. 

Actually, this is what happens in practice, but not 
soon enough to suit the critics. Radical weapons such 
as the atom bomb, the airplane and the submarine, 
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they claim, might never have been developed if they 
had depended on preparation of a firm military re- 
quirement first. 

Missile expert Dr. Wernher von Braun brings the 
issue down to the present day: 

“We don’t have a really powerful rocket engine 
today simply because none of our present crash mis- 
sile programs needs it. But to beat the Russians in 
the race for outer space, we absolutely need it—and 
the development of such an engine needs several 
years.” 

Dr. Lloyd V. Berkner, a scientist in the Office of 
Scientific Research and Development in World War 
II, believes the military is inherently ultraconserva- 
tive: 

“The oSRD usually found great resistance to any 
new idea or weapon while it was in the process of 
development. The files are full of statements by high 
military authority concerning these ‘ridiculous’ ideas. 
In most cases, these ideas would have been killed had 
the military been in control.” 

President Eisenhower’s science adviser, Dr. James 
R. Killian, Jr., shares Dr. Berkner’s opinion: 

“The military services have not distinguished them- 
selves in the initiation of radically new approaches 
to weapons systems. There are striking exceptions to 
this, but it could hardly be expected that the really 
radical approaches would come from within the serv- 
ices. They must originate in the creative basic re- 
search that takes place (continued on page 42) 
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HOW'S 


BUSINESS? 


today’s outlook 


AGRICULTURE 


The future of the farm business 
can be affected if a new trend mate- 
rializes in specific legislation. Farm 
bills from both Senate and House 
Agriculture committees contain pro- 
visions that mark a major break 
away from “parity” for farm com- 
modities. 

The new approach, proposed so 
far only for cotton, corn and other 
feed grains and rice, would untie 
price supports from parity, a formula 
based on relationships 45 years ago. 
In the new proposals price supports 
would be related to reasonably cur- 
rent market conditions. 

On two points this shift is highly 
significant. First, the new basis 
would take reasonably full account 
of current trends in production and 
technology, shifting tastes and con- 
sumer preferences, and export de- 
mand. Second, because price sup- 
ports would be at 90 per cent of this 
average market price they would 
come into use only in case of a dras- 
tic decline in the price of a commod- 
ity. They would thus work as emer- 
gency floors rather than price pegs. 


ote}, as 1 elou gre), | 


The annual rate of new housing 
starts has climbed to its highest 
point in two years. New data this 
month will indicate whether the new 
upward trend will continue. 

Barring further general business 
decline, which is not anticipated, in- 
dications are the higher rate will 
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Growth of U.S. 
direct private 


investment 


stand up at least long enough to 
make 1958 a substantially bigger 
housing year than expected only a 
few months ago. 

While the total of seasonally ad- 
justed figures on over-all construc- 
tion show the private sector running 
about one per cent off for the first 
six months of 1958 compared to a 
year ago, there was a three per cent 
pickup in public building. Consider- 
able support has come from such 
areas as educational construction 
(up four per cent), hospital and in- 
stitutional (up 33 per cent), and so- 
cial and recreational (up 21 per 
cent) in the same period. 

In other words, despite the fact 
that 1958 is still running behind 
1957, the gap is continuing to narrow 
as the year progresses. 

Further activity is expected to be 
stimulated by several bills passed by 
Congress this session relating to 
housing credit, urban renewal, col- 
lege housing, military construction, 
among other things. 


CREDIT & FINANCE 


Municipal bond sales continue to 
improve, corporate bonds now re- 
flect a firm price structure with good 
investor interest. Institutional inves- 
tors and pension funds show greater 
interest in long-term bonds. Treas- 
ury bonds have shown some over- 
supply. 

The Federal Reserve monetary 
policy demonstrates continued credit 
easing with the banking system’s free 
reserves bouncing along at approxi- 
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mately $600 million. Congress has 
under active consideration several 
important financial proposals: 1, a 
Small Business Investment Act; 2, 
a Community Facilities Act, and, 
3, an Area Redevelopment Act. Con- 
sidered in one lump these three pro- 
posals would cost taxpayers about 
$3 billion. 

Another proposal, the Financial 
Institutions Act, already passed by 
the Senate, costs taxpayers nothing. 
It would modernize and improve 
banking, savings and loan and credit 
union regulations, but is being held 
up in the House Banking Committee. 


DISTRIBUTION 


Most merchants are moderately 
optimistic about a more than sea- 
sonal sales upturn in the fall. 

Although retail trade in some 
areas has been hampered by unsea- 
sonable weather factors, sales vol- 
ume generally has held remarkably 
close to last year’s level. 

While some industries have a 
seasonal letdown during summer 
months, most lines of retailing feel 
the lift of increased sales. This is the 
conclusion of one trade source after 
finding that consumers actually buy 
five per cent more in the average 
summer month than in the average 
nonsummer month. 

After a steady rise for several 
months, both the BLS Wholesale 
Price Index and Consumer Price In- 
dex are showing definite leveling 
tendencies. 

The price outlook for certain big 
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appliances is blurred. Some brands 
will carry lower price tags, while 
others are slated for increases. New 
auto prices are expected to be about 
the same as in 1958. 

One of the low-priced sectors in 
foods (canned fruits and vegetables) 
is likely to have a markup in the near 
future. Apparel items are expected to 
show few signs of price change. 


FOREIGN TRADE 


Important information is being de- 
veloped which will provide basic 
guides for the many United States 
firms that now have or are contem- 
plating the establishment of pro- 
ductive facilities abroad. 

A survey of American business in- 
vestments abroad is being conducted 
by the Office of Business Economics 
of the U. S. Department of Com- 
merce. U.S. business firms and other 
U. S. residents having investments 
in foreign branches, subsidiaries and 
associated companies as of Dec. 31, 
1957, are being asked to file returns 
by Aug. 31, 1958. This survey is 
mandatory. 

Data to be developed will show in 
detail the way investment has been 
distributed among countries and in- 
dustries. At the time of the last sur- 
vey in 1950, U. S. private direct 
foreign investment had a book value 
of about $12 billion. Since that time, 
this amount has tripled. 


GOVERNMENT SPENDING 


Preparation of the budget for the 
fiscal year 1960 is already well under 
way. The Bureau of the Budget has 
completed preliminary analysis of 
budget requirements and established 
its target figures for the next year. 
The call for preparation of detailed 
estimates has been given and now 
agencies are busily engaged in pre- 
paring detailed budget requests. The 
next three months will find the tempo 
increasing as the estimates are fil- 
tered through the several review lev- 
els and justified before the Budget 
Bureau examiners. 

The key to the new budget will 
again lie in the defense area. Ex- 
penditures for the current year are 
estimated to be $40.7 billion, and 
next year’s are bound to rise because 
of current activities in both research 
and development and in the procure- 
ment of new weapons. It has been 
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estimated that defense spending may 
be expected to rise an average of $1 
billion a year for the next few years. 

It is going to take strong wills on 
the parts of both the Administration 
and Congress to keep the total 
budget for fiscal 1960 below the $80 
billion level. 
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The weaknesses and deficiencies in 
the Kennedy-Ives Bill as it passed 
the Senate reveal the extent of la- 
bor’s political influence on Capitol 
Hill. 

This influence is expected to grow 
even stronger in the next Congress, 
leaving little chance that hopes for 
more effective labor legislation can 
be realized soon. 

If the political trend continues, the 
Taft-Hartley Law will eventually 
come under heavy attack. This 
threat will increase as the McClellan 
Committee’s disclosures of wide- 
spread corruption and abuse of labor 
power recede into history. 

Labor politicians already have 
proved their effectiveness by getting 
favorable legislation through the 
Senate when all signs pointed to the 
need for more corrective measures. 

They put the Kennedy-Ives Bill 
over as a “reform” measure although 
it actually would have imposed new 
and uncalled for restrictions on man- 
agement and pulled some teeth out 
of Taft-Hartley. 


NATURAL RESOURCES 


The critical spot in production of 
future timber supplies is the 265 mil- 
lion acres of forest holdings of 4.5 
million farmers and other small 
owners. 

The U. S. Forest Service plans a 
series of regional conferences to dis- 
cuss programs for securing good 
forestry on small woodlands. Fifteen 
meetings are already scheduled 
throughout the country beginning in 
Wisconsin this month. 

The need is for less liquidation of 
timber on small holdings and greatly 
improved management. 

The solution is one of finances and 
markets. Owners will hold growing 
timber and cut systematically if they 
have funds for taxes, improvements 
and operations, and markets for the 
products. 

Bankers can contribute to this pro- 


gram through the extension of credit 
based on woodlots as collateral, pos- 
sible now through national banking 
laws. Local business and industry 
can contribute by efforts to develop 
concentration yards and to encour- 
age establishment of wood-using in- 
dustries. 


TAXATION 


Capitol Hill’s annual open season 
on taxes is almost over and the final 
results will hardly justify the verbal 
ammunition that has been expended. 
Aside from repeal of freight excises 
and some aid for small business, re- 
lief will be limited to certain tech- 
nical and administrative changes to 
the 1954 code. 

Some of the relief provisions in 
that bill are badly needed, but the 
bulk of the bill and the extreme 
technicality of many of the provi- 
sions will only add complications to 
a tax code that is already absurdly 
complicated. Fortunately, this very 
bulk and technicality are creating 
sympathy in the Senate for a com- 
plete revision of the tax code in 1959. 

What is most needed is a bipar- 
tisan or nonpartisan commission to 
study the shortcomings of the pres- 
ent tax code, and to plan a tax sys- 
tem that will not only take into 
account the revenue needs of the fed- 
eral government, but which will also 
restore some lost incentives and in- 
sure the continued growth of the 
American economy. 


TRANSPORTATION 


Transportation legislation passed 
by this Congress will have far-reach- 
ing effect within the transportation 
industry as well as on the entire 
economy. 

The new legislation can be ex- 
pected to discourage recent trends 
toward individual businesses estab- 
lishing and operating their own car- 
rier systems, particularly in the 
motor carrier field. 

The three per cent excise tax on 
common carrier freight bills which 
constituted an inducement is elim- 
inated. Increased restrictions will be 
imposed by the icc on certain 
phases of private carriage. Thus a 
switch from the use of for-hire trans- 
portation to a private transport fleet 
will be more difficult and less at- 
tractive financially. 
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BETTER WEAPONS SOONER continued from page 39 





Responsibility without authority is 
sprinkled among dozens of committees 


in the universities and other institu- 
tions where the fundamental new 
ideas are most likely to be gener- 
ated.” 

The military will always favor 
short-term objectives rather than 
long-range research and develop- 
ment, in the opinion of Dr. J. Sterl- 
ing Livingston, a Harvard professor 
of Business Administration who has 
made a searching study of defense 
management. 

Their prime concern, he says, 
must be to balance available re- 
sources. 

The job of getting weapons for 
today and tomorrow always has a 
higher priority than getting weapons 
for the day after tomorrow or a 
later time. 

The Soviet Union may recognize 
this danger. Its satellites and bal- 
listic missile programs are controlled 
by the Soviet Academy of Sciences, 
not by the Ministry of Defense. 
There is close liaison between the 
two, but scientists are not required 
to design their weapons to fit mili- 
tary men’s strategic and tactical 
concepts. 

Control of radically new weapons 
development should be taken out of 
the military services and centered in 
an entirely separate scientific agen- 
cy, Dr. Berkner and Dr. Livingston 
believe. 

A less drastic solution is to de- 
velop an OSRD under the Secretary 
of Defense, but give the scientists 
enough power and money to go 
ahead on weapons systems without 
always getting military require- 
ments first. 

Secretary McElroy is hoping to 
develop a similar group in this re- 
cently formed Advanced Research 
Projects Agency. 

President Eisenhower’s appoint- 
ment of Dr. Killian as his special 
adviser indicates an awareness of the 
problem. 

Private contractors and the na- 
tion’s great universities both find, 
however, a certain amount of built- 
in Pentagon resistance to really new 
ideas, before the serious planning 
stage is ever reached. 

Initiative is slighted all along the 
weapons development cycle, mostly 
due to entanglement in the Defense 
Department’s decision-making proc- 
ess. The so-called committee system 
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of clearing each small step loses time 
and discourages initiative. 


Authority and responsibility 


One of the early steps in develop- 
ing a new weapon is the feasibility 
study. Here is the route the embryo 
weapon travels in the Air Force to 
have its feasibility certified: 

From its: originator, the Deputy 
Chief for Development in the Air 
Force; to the Air Research and De- 
velopment Command (at Andrews 
Air Force Base, just outside Wash- 
ington); to one of the ARDC’S re- 
search centers where an officer pre- 
pares a requisition for a research 
contract; to another officer who pre- 
pares a request or solicitation for 
contract proposals from private in- 
dustry; to a selection of private con- 
tractors who are asked to bid on a 
research contract. 

The bids are then prepared and 
sent back up the five-stop circuit. 

A Pentagon committee reported 
last year that it takes from six 
months to four years merely to issue 
the weapons requirement and con- 
firm its feasibility. 

When the contractors’ proposals 
have at last reached the Deputy 
Chief of Staff for Development 
again, the final requirements for the 
new weapon are drafted. These are 
next circulated to 20 or 30 offices 
in Air Force Headquarters. Inter- 


ested commands are also asked to . 


comment. 

All these reactions have to be di- 
gested, incorporated in a revised 
draft of what has now become a 
“General Operations Requirement,” 
recirculated if necessary, and finally 
approved. 

Average elapsed time: three years. 

And neither final design nor pro- 
duction of a mockup has yet begun. 

According to an Air Force intelli- 
gence officer’s calculations, the av- 
erage time for preparing the Gen- 
eral Operations Requirement is six 
months. But it takes an additional 
18 months to get concurrences. 

Before all the plans are complet- 
ed, 24 months of actual planning 
time and 25 months of concurrences 
usually are required. Private con- 
tractors find themselves selling and 
re-selling their proposals, sometimes 
20 or 30 times. 

Maj. Gen. John B. Medaris, the 


Army’s top missile development 
man, told the Senate Preparedness 
Subcommittee: 

“Some place there has to be one 
man who can make a decision, who 
can give a command, and who has 
the resources to carry it out.” 

The tedious process has an effect 
on initiative after awhile. Manufac- 
turers don’t push all their bright 
ideas. The ideas require so many 
concurrences that whole projects die 
or are outmoded before a clearance 
comes through. 

The fundamental problem is that 
there is a reluctance in the Penta- 
gon to delegate authority commen- 
surate with responsibility. 

Responsibility is sprinkled among 
dozens of committees. After Van- 
guard’s first failure, newsmen sought 
in vain for a man who would admit 
responsibility. 

Defense Secretary McElroy took 
his first swing at the committee sys- 
tem in May. He issued an order 
abolishing all the interdepartmental 
committees in the operating field. 
Before they could be reinstated, he 
ruled, they must justify their ex- 
istence to his satisfaction. 

Aircraft manufacturers believe 
the Pentagon procurement system 
should be remade in the image of 
private industry. Robert E. Gross, 
chairman of the board of Lockheed 
Aircraft Corporation, told the Sen- 
ate Preparedness Subcommittee: 

“Private companies must keep 
lean and simple to stay in business. 
In the nondefense, commercial end 
of our business, we work with an 
airline on the design of a transport 
aircraft. Requirements are studied, 
design agreed upon, development 
and production begun and two or 
three years later it flies. During the 
development and production phases 
we have incorporated hundreds of 
changes to take advantage of techno- 
logical advances and meet changed 
customer requirements. 

“How are we able to do this? For 
one major reason: simplicity of or- 
ganization. The customer and the 
contractor are able to reach quick 
decisions and we don’t get hope- 
lessly enmeshed in a tangle of red 
tape. ... 

“Contrast this to military con- 
tracts where a relatively minor de- 
cision must pass through literally a 
score or more of offices, depart- 
ments, bureaus and commands be- 
fore a determination is made. The 
inevitable result is delay, inaction 
and waste. ... 

“If we continue the situation 
where highly trained, experienced, 
and dedicated military officers of 
high rank cannot make on-the-spot 
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decisions, which in time of war 
would be made by junior officers, 
we can look forward to continued 
delays, confusion and _ profligate 
waste.” 


Incentives for efficiency 

Defense Department officials are 
trying to end waste in manpower as 
a further method of overtaking the 
Soviet system. 

One problem is mass engineering, 
plaguing research projects. 

James M. Bridges, director of 
electronics in the Office of the Sec- 
retary of Defense, says: “Industry 
has a growing tendency to approach 
military research and development 
on the basis of assigning several en- 
gineers to a job which could be ade- 
quately accomplished in the same 
length of time by one competent en- 
gineer properly supported by tech- 
nicians. ... 

“There is little doubt that the cost- 
plus-fixed-fee method of contracting 
is responsible to a considerable de- 
gree for the growth of the mass- 
engineering philosophy.” 

Research contracts are usually 
negotiated on a cost-plus-fixed-fee 
basis because there is no pattern of 
experience to settle on a reasonable 
contract. The practice has been for 
the government to guarantee a prof- 
it based on the actual cost of pro- 
ducing what the government wants. 
This kind of arrangement can effec- 
tively cool an urge for economy. 

A contract of this kind also damp- 
ens enthusiasm for automation. 
There are thus reverse incentives to 
carry on with outmoded machinery 
which costs more in time, manpower 
and money. 

Contractors complain of another 
manpower problem caused by close 
Pentagon surveillance of scientific 
work. Donald W. Douglas, Sr., 
chairman of the board at Douglas 
Aircraft Co., speaks of “the tedious, 
time-wasting emphasis” on monitor- 
ing and reporting. It requires a 30 
per cent increase in technical man- 
power “to cope with government 
paperwork requirements.” 

Scientists and engineers wasted on 
this surveillance “could better be 
engaged in gaining new knowledge 
through basic research,” he says. He 
estimates that Douglas devotes more 
than 400,000 man-hours a year to 
preparing surveillance reports for 
government agencies. 

Soliciting bids also ties up tech- 
nical personnel. Pentagon officials 
are conscious of the cost of getting 
as many as 30 companies to make 
contract proposals on a_ specific 
weapon or component. Each new 
technical proposal can take as many 
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continued 


One Pentagon problem is wiping out 
delays in the installation of facilities 


as 45 to 60 man years of engineer- 
ing work. One large company keeps 
nine per cent of its total engineer- 
ing manpower available for this 
work. 

Mr. Bridges has suggested reduc- 
ing the eligible bidders to two or 
three, but this risks charges of fos- 
tering a cartel. It is true the less ex- 
perienced companies would be at a 
big disadvantage. 

Contractors, too, can be guilty of 
wasting engineering talent. Prime 
weapons system contractors usually 
farm out some subsystems to other 
companies. But they maintain al- 
most as full a staff of supervisory 
engineers as the subcontractors. 

Standardization of components 
used in several weapons systems also 
could save time, money and man- 
power. 

“In common practice,” Mr. 
Bridges reports from the electronic 
field, “a system-development con- 
tractor undertakes to develop new 
components or new techniques re- 
quired for his particular system, 
even though they may have basic 
characteristics similar to some under 
development by another system con- 
tractor. He feels that he must carry 
on his own program because he can- 
not take the risk that his competi- 
tor’s efforts may prove unsuccessful 
or fail to meet his delivery schedule. 
... A contractor might even employ 
two or more parallel approaches to 
the technical development of a new 
component or technique if he feels 
the risk of relying on a single ap- 
proach to meet his system require- 
ments is too great.” 

Pentagon officials are now work- 
ing to put a greater amount of effort 
into a separate, applied research pro- 
gram which can develop standard- 
ized components ready to be quickly 
adapted to a great number of weap- 
ons systems. 


Government facilities 


Contractors have recently com- 
plained they are not receiving ade- 
quate profits from their weap- 
ons-production business with the 
government. As a result they are 
forced to rely more and more on 
government-provided facilities. 

General Electric reports that its 
defense business yields profits sub- 
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stantially below that realized from 
commercial business. 

Defense contracts should produce 
higher profits, it is contended, be- 
cause the risks are greater than us- 
ually recognized. Industries often 
invest large amounts in laboratories 
and design facilities only to find 
that science has outmoded them be- 
fore more profitable quantity pro- 
duction can be undertaken. 

The Pentagon writes into its con- 
tracts provision for unanticipated 
cancellations which involve unusual 
risks for companies that commit 
capital and talent. Provision is made 
for some profit, in such cases, but 
at a low margin. 

Aircraft companies in particular 
complain that they cannot finance 
enough of their own facilities out 
of their profits. The government 
now provides an estimated 55 per 
cent of aircraft production facilities. 
This commits the Pentagon to place 
return business where the facilities 
are located. 

The government’s decision-mak- 
ing about providing facilities is no 
faster than in other phases, with the 
result that production is delayed 
longer than if aircraft makers could 
provide their own facilities. 

Besides time, savings possible with 
more up-to-the-minute labor-saving 
machinery are frequently lost be- 
cause of the decision-making delays. 
Prompter provision of facilities 
could reduce costs as much as 20 or 
30 per cent, some contractors claim. 

Donald Douglas, Sr., of Douglas 
Aircraft, made a telling case for 
strengthening his industry enough 
to provide its own facilities: 

“We got together with the Bell 
Laboratory people about a year be- 
fore the Thor (intermediate range 
ballistic missile) contract was 
placed, and we each spent con- 
siderable sums of money—I think 
something more than $1 million, en- 
tirely speculatively—on what be- 
came the Thor. (Early tooling will 
make the Thor ready next Decem- 
ber for operational use in Britain 
and on the European continent. ) 

“Industry has already done a 
great deal of that. I think it is the 
sort of thing that industry should 
do. They should do the forward 
thinking, and they should have 
enough confidence in their ability 
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and their forward-thinking to spend 
their own money on it. We are per- 
fectly prepared to do it if we have 
the money.” 

Pentagon officials say they intend 
to go on as they have. If they were 
expected to provide all the aircraft 
manufacturers with enough profit to 
pay for their own facilities, they 
claim, duplication of facilities would 
be enormous. The government would 
pay for the duplication through the 
profits. Costs to the taxpayer would 
increase instead of decrease, they 
believe. 

How the government can wipe 
out the delays in installing facilities 
is one of the problems now before 
Secretary McElroy. 

Far from sympathizing with the 
aircraft manufacturer’s complaints 
about profits, the President’s Rene- 
gotiation Board has recently been 
paring profits from the airframe in- 
dustry’s reserves. 

For the 1957 fiscal year, for in- 
stance, the Renegotiation Board or- 
dered eight airframe manufacturers 
to turn back $33.6 million as “ex- 
cessive profits.” The eight compa- 
nies’ total weapons sales that year 
had been $3.9 billion. 

Aircraft industries state their prof- 
its as a percentage of total sales. 
On this basis profits average about 
three per cent after taxes. 

The Renegotiation Board figures 
aircraft profits as a percentage of 
total assets, however. On this basis, 
aircraft profits are second only to 
the chemical industry, because the 
government provides 55 per cent of 
the aircraft industry’s facilities. 
Profits come to 20.1 per cent of total 
assets. 

In absolute dollar value, the Board 
observes, aircraft profits have been 
climbing since the Korean war. 

For the assets committed and the 
low risks involved, it is claimed, 
aircraft producers’ present profits 
are adequate. 

The Pentagon’s estimate that 55 
per cent of the aircraft industry’s 
plant and equipment facilities are 
now provided by the government is 
conservative. Other estimates range 
up to 75 per cent. 

This government support is justi- 
fied, the Pentagon believes, because 
the facilities become obsolete so fast 
—sometimes before they are built 
or get into production. 

Manufacturers contend, however, 
they could master the risk, save the 
taxpayer money and, most impor- 
tant of all, save on lead time if they 
could get more profits and move the 
government out of the facilities-pro- 
vision business. William M. Allen, 
Boeing’s president, made this com- 














ment before thé Senate Prepared- 
ness Subcommittee: 

“T make the categorical statement 
that the Renegotiation Act, as it is 
now being administered, destroys 
incentive and puts a premium on 
the inefficient. . . . Take the years 
1952, 1953 and 1954, all of which 
have either been passed upon by 
the Renegotiation Board or are in 
the process of being. 

“During those years we delivered 
B-47s and the KC-97 tankers in sub- 
stantial quantities. We had had 
enough experience with our costs so 
we were able to sit down with the 
government and agree on how the 
costs curve should go down as we 
went forward. 

“The contract provided that if we 
bettered the target price, the gov- 
ernment would get 80 per cent of 
the saving and the company would 
get 20 per cent. 

“During 1952, 1953 and 1954, we 
beat our targets at great savings to 
the government. 

“In those three years... we saved 
the government more than $100 mil- 
lion. Our share of that saving after 
taxes was $9,430,000. The Renego- 


tiation Board ... will take away 
$9,700,000, slightly more than our 
incentive earnings . . . I know of no 


better way to kill incentive than 
iat...” 

Curtiss-Wright’s spokesman, Roy 
T. Hurley, complains that the sur- 
veillance is concentrated on the 
wrong target. His company’s profits 
average 33/, per cent of sales. 

A five per cent saving in the re- 
maining 96!/, per cent average cost, 
he says, “would be a greater saving 
for the taxpayer than completely 
eliminating all profits on military 
business. 

“In the world of business and gov- 
ernment today too much emphasis 
is being placed on profits and not 
enough on cost reduction. It is easy 
io talk about profits; it is a popular 
subject. But it does not require the 
work and know-how that goes into 
well planned cost reduction pro- 
grams.” 

Neutral observers, such as Har- 
vard’s Dr. Livingston, are proposing 
that the government phase itself out 
of the facilities-buying end of weap- 
ons procurement and shift its basis 
for providing the munitions indus- 
try’s profits—from a percentage of 
costs to a percentage of assets com- 
mitted. This procedure would mean 
that incentives to save manpower 
and time would be heightened; the 
trend toward a government-subsi- 
dized cartel would be reversed; free 
enterprise would make a comeback. 

EARL H. Voss 
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By GEORGE KATONA 
Director, Economic Behavior 
Program, Survey Research Center, 


University of Michigan 


THESE 
CONSUMER 
ATTITUDES 
ARE KEY 

TO OUTLOOK 


Top survey specialist explains 
findings, tells what to expect 
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THE POWER TO ACCELERATE or retard our economic growth today 
is held more than ever in the hands of millions of decision-makers— 
the U. S. consumers. 

Fortunately, how these people behave is not shrouded in uncertainty. 
Their way of thinking can be studied. To be sure, some of their at- 
titudes and expectations undergo rapid changes. Misconceptions and 
wishful thinking often prevail over insight and understanding. But there 
is sufficient stability in underlying notions and motives to permit meas- 
urements through survey research, and sufficient clarity in thinking to 
permit analysis of the measurements. 

This does not imply that there is a standard consumer. 

No two people are exactly alike, and there is no motive or idea that 
somebody doesn’t hold. Yet this is a country not only of diversity but 
also of great uniformity. Mass communications spread the same in- 
formation from coast to coast. We have a broad and economically impor- 
tant middle income group which receives similar news and information. 
Beliefs and convictions spread through word of mouth. 

As a result, certain attitudes, notions, fears and hopes are generally 
held. Once we understand these, we can rid ourselves of the idea that 
the consumer is irresponsible, unpredictable and follows nothing but un- 
conscious urges. 

Actually, the thinking of our modal consumer appears to be middle- 
of-the-road rather than inclined to extremes. Instead of plunging into 
inflationary fever, consumers have applied the brakes; instead of ac- 
celerating the boom, after a while they exercised self-control in using 
installment credit. Rather than developing self-reinforcing and self-justi- 
fying expectations, consumers have shown themselves to be funda- 
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mentally conservative and sane. Extreme behavior may occur among 
consumers as well as businessmen but probably only when the sanity of 
people is crushed by repeated shocks. 

The consumer’s over-all picture of the economy appears to be concise 
and meaningful, even if not entirely correct in detail. The basis of mass 
sanity may be found in a desire to understand the reasons for develop- 
ments that take place. 

Rumors which have no foundation may be accepted for a short while 
by some people but will not sustain action by many people over pro- 
longed periods. Nor do appeals or moral suasion work unless people 
understand why a certain action is good for all and for themselves. The 
understanding that people seek does not involve sophisticated knowledge 
of economic relationships. It implies a feeling about what leads to what, 
which is not only within the capacity of middle income people but is 
also a prerequisite for their discussing economic events. Such discus 
sions, rather than passive listening to news, are an essential conditio.1 
for the spread of attitudes and opinions which do not cancel out but 
affect the economy in one direction. 

With this broad background let us now consider how four present 
phenomena can cause the consumer to step up his demand at one time 
and restrict it another. These four are: 


> Inflation. 

> Optimism. 

> Desire to save. 

> Belief in the government. 
Inflation 


Inflation is one of the great and persisting experiences of the past 15 
years. Repeated studies by the University of Michigan’s Survey Re- 
search Center have shown that most Americans hold three notions about 
the trend toward higher prices. 

First, people believe inflation is bad. In peacetime, inflation is be- 
lieved to be unnecessary and preventable. People resent inflation because 
they look at prices from the consumer point of view; they hate to pay 
more for food or a car than they did six or 12 months ago. Price stability 
and even small price declines, on the other hand, are viewed as good for 
the economy. 

Second, people commonly believe that what goes up must come down. 
Even though they have not had this experience recently, and even 
though in answer to direct questions they often say that in a few years 
prices will be higher than today, they have a deep conviction that in- 
flation has limits and the trend must be reversed sooner or later. 

Third, and most important, people believe that they do not have it 
in their own power to safeguard themselves against inflation. Only a 
small proportion of wage earners believe that their income goes up be- 
cause prices rise. Wage and salary increases are viewed as rewards for 
accomplishments. Price increases are felt to hurt even if fully com- 
pensated by wage increases; higher prices detract from enjoying the 
fruits of one’s labor. 

Thus, inflation is bad, people think. Instead of responding to infla- 
tionary news by buying in advance, and in excess of needs so as to beat 
the price increases, most of the time American consumers have reacted 
by restricting their postponable purchases. Thus, rather than adding 
fuel to the fire, they helped to limit its ravages—yet they have not 
helped enough to extinguish the fire. 


Optimism 
Since World War II, optimism, confidence, and security have prevailed. 
People have believed that they were moving ahead. Younger and mid- 
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ATTITUDES ARE KEY TO OUTLOOK continued 





Optimism plus higher incomes gives 
leverage effect to increase business 


dle-aged people have held only two 
opinions regarding their economic 
situation for the next five or 10 
years: Income and standard of liv- 
ing will be higher or the same. The 
present income level has been seen 
as the lowest possible. As years go 
by, one acquires more and better 
things of life. 

Optimism has generated what has 
been called thing-mindedness and 
upgrading of possessions. It has 
been associated with the baby boom 
which, since 1950, has taken the 
form of a substantial increase of 
three and four-children families. It 
has also been associated with enor- 
mous mobility. Rural areas, small 
towns, and central city districts of 
large towns have not grown. The 
population increase has been con- 
centrated in rapidly growing sub- 
urbs and outlying districts of cities. 

In other words, young Americans 
have decided that they want babies 
and good things of life at the same 
time. More specifically they have 
decided: 1, to marry early, 2, to 
have several children in the early 
years of marriage, 3, to bring up 
their children in a nice neighbor- 
hood (with a back yard, far from 
juvenile gangs), and, 4, to have a 
car, a washing machine, a T'V set, 
and innumerable other things. 

How have millions of families ac- 
complished this? To some extent it 
seems that not only do expenditures 
depend on income, but income also 
depends on consumer needs. Need- 
ing and wanting expensive things, 
people have worked hard for higher 
incomes. Millions of husbands have 
held second jobs and millions of 
wives have returned to work after 
their children grew up. 

Most importantly, however, in- 
stallment buying has helped. Buying 
on installment has become increas- 
ingly popular. Some older people 
still have misgivings about being in 
debt or are concerned with the cost of 
borrowing. But most younger people 
maintain that things should be paid 
for while using them. 

Optimism and feelings of progress 
mean, in psychological terms, that 
aspirations rise. The consumer with 
a salary raise may want a new house. 
Having bought a house he is hardly 
saturated—rather, he needs many 
things for the house, and so on. Fail- 
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ure and frustration, on the other 
hand, lower aspirations. 


Saving 


Neither installment buying nor 
inflation has greatly affected the de- 
sire to save. Not saving, for most 
people, is still a sin. Most young 
people feel uneasy because they do 
not have sufficient savings or reserve 
funds. Saving is a greatly desired 
positive goal, just as wanting to be 
a home owner is a positive goal. To 
be sure, in the competition among 
positive goals saving often loses out. 
But two, and only two, motives for 
saving are powerful: saving for 
rainy days—since the future is un- 
certain and accidents, illness, tem- 
porary unemployment may occur— 
and saving for spending later. 

It follows that, in the minds of 
most people, saving is not defined 
as the economists define it. Saving 
means making additions to bank de- 
posits (savings and loan associations 
are viewed as banks), buying gov- 
ernment savings bonds, and some- 
times buying common stock. Life 
insurance is seen as a necessary ex- 
pense; repayment of debt as the way 
of paying for past expenditures. 
Most people don’t consider insur- 
ance and debt payment as savings. 

Savings, then, must be safe. Buy- 
ing common stock or real estate is 
viewed by the great majority of mid- 
dle and upper-middle income people 
as risky or as requiring special 
knowledge and information. Thus 
most people see no alternative but to 
save in forms which lose in value 
when prices rise. They know it, 
regret it, and they do it—hoping 
all the while that further inflation 
will be prevented. Some people argue 
as follows: “Sure the war bonds I 
bought many years ago are worth 
less than when I bought them; but 
if I had not bought them, I would 
have spent the money for innumer- 
able small things at that time and 
would now have nothing; I did well 
to buy the war bonds.” 

Installment buying is a favorite 
budgetary device of consumers. By 
helping to keep track of finances, it 
also assists in saving. People know 
that it is difficult to save. This is 
why some people who have enough 
money in their bank accounts to 
pay cash for durable goods buy 
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them on installment. By so doing, 
a year or two later they have the 
goods and also their bank account 
intact. Had they paid cash, they 
might not have had the fortitude to 
replenish their bank accounts again. 

The recent rapid spread in collec- 
tive security arrangements has not 
impaired the will to save. In earlier 
times for some people it was incon- 
ceivable to save enough to be self- 
sufficient after retirement. 

At present, together with social 
security and the like, which alone 
do not suffice, it becomes more man- 
ageable to save for retirement. A 
goal which is felt to be attainable 
presents a strong motivational force. 

Compared to the strong motives 
which make the consumer buy dura- 
ble goods and accumulate reserves 
for rainy days, the motive of in- 
creasing income through earning in- 
terest on savings is weak indeed. 
Higher interest rates—we speak of 
increases by one or two percentage 
points—do not restrict consumers’ 
desire for goods and do not stimu- 
late saving. Yet in 1956 and 1957 
higher interest rates were viewed as 
signals indicating that the economic 
climate was not altogether favora- 
ble. From the point of view of con- 
sumer pocketbooks, high interest 
rates influence home buying but 
not installment buying. Usually the 
monthly payment alone matters in 
installment buying, and the rate of 
interest is not known. 


Government 


We have spoken of the optimistic 
attitudes of the consumer. More cor- 
rectly, we should have spoken of 





What consumers 
think now 


The recession did not great- 
ly impair consumers’ under- 
lying feeling of confidence 
and security, according to 
the current Survey of Con- 
sumer Attitudes, conducted 
by the Survey Research Cen- 
ter of the University of 
Michigan. Decline in con- 
sumer spending is due to 
postponement of discretion- 
ary spending, not saturation. 
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cautious optimism. People constant- 
ly need new evidence to support 
their optimism. Even if times con- 
tinue to be good, lack of news 
of new favorable developments is 
viewed as a sign for caution. 

On the other hand, during the 
past 10 years the majority of the 
American people were convinced 
that a depression such as we had in 
the 1930’s was not possible. 

“Why?” our interviewers asked in 
repeated surveys. They answered: 

“We know how to prevent it.” 

What does the consumer have in 
mind? Who is ‘“‘we”? 

Such questions most commonly 
resulted in the answer that the gov- 
ernment knows how to avert depres- 
sions and will act accordingly if 
necessary. This is all most people 
said during the past good years; how 
the government should act they did 
not know. 

But people did have—and do 
have now—certain notions which do 
not help to make the government’s 
task easy. 

First, most people regard the gov- 
ernment budget in the same light as 
their own. Bad times are seen as 
periods in which belts need to be 
tightened. Balanced budgets still 
have great merits in the minds of 
many people. 

Second, people, even if not great- 
ly concerned with the international 
situation, know that we must spend 
great amounts of money for defense. 
During World War II people paid 
taxes and bought war bonds so as 
to build planes, tanks, and guns. 
Today growing defense expenditures 
are bad news because of their im- 
pact on the government budget. 

The sputniks were unexpected bad 
news. Not only do most Americans 
view communist achievements with 
great misgivings, but our expected 
reaction to Russian military ad- 
vances was associated with higher 
taxes rather than with making wheels 
turn and employment grow. The 
sputniks contributed to the spread 
of consumer pessimism in 1957. 

The same frame of mind deter- 
mines many people’s present reac- 
tions to tax reductions. Tax cuts 
would be wonderful if they were pos- 
sible, some people say; but we need 
high taxes to pay for defense. 

Yet people are capable of learn- 
ing. After World War II and in the 
1950’s they learned to disregard the 
depression of the 1930’s and became 
optimistic and confident. It might 
help if they learned that govern- 
ment budgets are flexible and the 
rate of current taxes does not deter- 
mine the rate at which we build 
planes and missiles. END 
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How the Zippo lighter 


can work for your 
business 24 hours a day 


The world’s most dependable lighter promotes customer 
relations — spurs incentive programs—implements safety 
programs-—and keeps company names in the public eye. 


























Zippo lighters have the most uncom- 
promising guarantee in the annals of 
American business. Regardless of age 
or condition a Zippo is guaranteed 
to work as long as you have it or we 
fix it free! 








Now the world’s most dependable lighter in 
the new Slim-Lighter shape. Here is famous 
Zippo’s new running mate, the new Zippo 
Slim-Lighter. It was especially designed 
for those who want a slender, lightweight 
lighter. The new Slim-Lighter has the same 
dependable Zippo action. 


Leading manufacturer of hand tools uses 
Zippos to maintain one of the best plant 
safety records in industry. 

Blue-chip building products concern gets 
suggestion program off to good start by 
awarding Zippo lighters. 

Leading maker of coin-operated music ma- 
chines uses Zippo lighters to keep up sales 
enthusiasm. 

Insurance company reminds prospects of 
services with never-failing Zippo lighters. 
Gasoline station operator promotes cus- 
tomer loyalty with personalized Zippo 
lighters. 

These are just a few examples of how Zippo 
lighters have helped businesses like your own. 
(Names will be sent upon request.) 








SAFETY AWARD 








Facsimile signatures are now available on 
Zippo lighters. Zippo lighters can now be 
personalized with individual signatures 
along with company trade marks or any 
design you want. For complete informa- 
tion about this service, write to Dept. 188 
Zippo Manufacturing Co., Bradford, Pa. 


Zippo Manufacturing Co., Bradford, Pa., and Canada Ltd., Niagara Falls, Ontario 


Dept. NB188, Bradford, Pa. 


and your special design service. 


Name 





Firm 


Address 


Zippo Manufacturing Company, 


Gentlemen: Please furnish me with complete information on Zippo lighters 


_Position 











ut 
cliques 
to work 
for you 


Six actions can help your 
company gain support of 
its informal groups 


THE MANAGEMENT OF CLIQUES is a rapidly grow- 
ing field for executive action. Already many com- 
panies have given up formal organization charting in 
favor of more sophisticated analysis. 

The rewards are obvious: More cooperative people, 
more productive workers, easier installation of im- 
provements by engineers and accountants, less con- 
flict and confusion rising to the top, greater unity of 
effort. 

Such social scientists as Dr. Rensis Likert of Mich- 
igan and Dr. Chris Argyris of Yale have studied and 
written extensively on the subject of cliques. Dr. 
Argyris describes the possibility of better management 
of informal organizations as the next great break- 
through in management theory and practice. These 
scientists declare that the dual goals of the clique in 
business—desire for security and for participation in 
the decisions which affect them—are finding their way 
into organization planning in many firms. No mere 
academic exercise, the management of the clique is for 
high stakes. 

For one thing, cost reduction programs have often 
pointed up the fact that the people at the top of the 
organization can’t seem to maintain touch with the 
people at the bottom, no matter how loudly they 
shout or how keenly they listen. Probes to find the 
reason have indicated that the clique is a block to 
real communication. 

For another thing, information about policies, pro- 
cedures, rules and regulations doesn’t come out at one 
end in the form of behavior the boss intended when 
he put it in at the other. Systems which are com- 
pletely logical just don’t work the way they were de- 
signed to work. Industrial engineers seem to find new 





50 





heights of employe and clique ingenuity in under- 
mining incentives and methods improvement. 

Still another management problem which seems to 
center around the clique organization is the failure of 
specialist groups to coordinate, mainly because they 
become special interest groups which don’t communi- 
cate. In many engineering and research labs, for 
example, the multiplication of technical jargon by the 
cliques has become almost comparable to a tower of 
Babel. 

Multiplied throughout the company, it’s more than 
the electrical engineers not pulling in harness with the 
mechanicals; it’s the accounting clique battling the 
sales clique, the quality clique scrimmaging the pro- 
duction crowd, the union bunch fighting everybody, 
the office fighting the shop, the old-timers fighting the 
young college Turks, and the company losing in every 
case. 

Finally, the cliques are the building blocks of that 
much criticized figure, the organization man. The 
clique makes its members conformists who suppress 
their individuality in order to retain membership and 
popularity with the informal group with which they 
work. To the extent that the clique places no premium 
upon individual effort or creativity, the skills of imita- 
tion and cooperation become paramount. 

As the full dimension of the clique’s influence be- 
comes more apparent, many of the methods for han- 
dling human relations and communications problems 
become increasingly inadequate, overmatched by the 
problems they are expected to solve. 

In format the clique appears as a small group; the 
graduates of a particular school, practitioners of a 
special occupation, or a few people bound together by 
ties of sentiment, common interests, or like social ties. 

The clique is a spontaneous, informal, natural cul- 
tural formation inside the organization. It controls its 
members through social pressures and can act either 
favorably or unfavorably insofar as the company is 
concerned. 

Since management can neither order the clique out 
of existence nor circumvent it by industrial engineer- 
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ing or directives, the logical course is to prevail on the 
group to act in the firm’s interest. 

A number of steps can lead toward this result. Sum- 
marized, these include: 


> Recognize that cliques exist. 
> Train managers to deal with them. 


> Catalog the major segments of the clique organ- 
ization. 


> Study operating techniques of cliques. 
> Work through informal leaders. 
> Plan facilities so they will establish social status. 


Recognize cliques exist 


Cliques exist in every human organization, includ- 
ing the family, the church, unions, the government as 
well as business firms. No master plan or sinister 
conspiracy is needed to start one—only a few people 
having common interests, fear of the boss, or pride of 
achievement. Many large and imposing clubs have 
grown out of a clique founded on the habits, likes, 
dislikes, sentiments, interests and endowments of a 
group of individuals. 

Management which, on hearing that cliques exist, 
reacts with an emotional outburst aimed at wiping 
them out or with a denial that they have infiltrated 
the company is merely putting obstacles in the way of 
steps which might lead to a more sophisticated treat- 
ment of the subject. 

Acceptance of cliques as going concerns, and an 
effort to understand their nature and scope, will pay 
dividends in the adoption of policies and practices 
designed to enlist them into channels of help and in- 
creased productivity. 


Train managers 


One of the basic steps in getting a grasp on the 
clique situation must include some basic training of 
management in group relations and the specifics of 
informal organization. Human relations training in 
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the past has often been oriented toward studies of in- 
dividual behavior without attention to the group 
processes. 

Although it’s obvious that the group consists of in- 
dividuals, mere understanding of individual motiva- 
tion without some practical knowledge of how the 
clique modifies this behavior is only half the story. 

Mary Jones may want to produce more work in the 
typing pool; but she has learned that if she is too 
productive she won’t be invited to the little luncheon 
and gossip dates which also are important to her. 
With cliques in mind we still study the individual; 
but we pay more attention to how Mary meets her 
individual needs through group approval. 

John Jones, engineer, may be more interested in 
what the boys down at the engineering society think 
of him than what his boss thinks, or even of what he 
thinks of himself. 

Putting this basic importance of the group across 
to the supervisor, the manager, the technician and the 
staff man is a key step in managing the informal 
organization. 


Catalog clique segments 


With a management and staff aware of the impor- 
tance and nature of cliques, a company can catalog 
the major cliques and learn how they react to one 
another and to the company. This is best done by 
the people who are actually on the spot as managers, 
engineers, and staff people. The foreman of Depart- 
ment 10, for example, will know his people as indi- 
viduals, and can easily plot out the major cliques in 
his department. 

He knows that the mechanics are one clique, the 
old-timers another, the operators of certain sections 
a third, and so on. He can further tell how they get 
along, who is considered highest on the social scale of 
the shop, who likes whom. 

Top management can usually spot the major clique 
divisions. 

In one chemical company, for example, the major 
clique consists of graduate chemists who will move up 
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PUT CLIQUES TO WORK FOR YOU 


continued 


the line in management. Generally the four major 
subdivisions of cliques will include: 


1. Top management—the boys on mahogany row. 
2. Supervisors—the white-collar bosses in the shop. 


3. Technicians—accountants, engineers, and others 
whose work is primarily concerned with improving 
other people’s effectiveness. 


4. Workers—the clerks,typists, machine operators, 
laborers, salesmen. 


Within each of these major subdivisions are cliques. 
Even in top brass there will be cliques. The girls in 
the secretarial pool from a particular school may be 
a worker clique, the engineers in the sales force, or 
the Harvard Business School men in executive row. 

In looking for cliques, the key seems to be to iden- 
tify common ties which people might have. These ties 
can be affection, pride, insecurity, hatred, or simple 
gregariousness. The resulting cliques will have similar 
forms. Usually they are about as strong as the emotion 
which caused the members to drift together into a 
clique in the first place. Sometimes direct questioning 
will elicit accurate answers about cliques. 

People are especially aware of cliques above them in 
social status, or to which they aspire. They often deny 
the existence of their own, not because they want to 
hide its existence, but simply because they don’t 
recognize it as one. 


Study clique operating techniques 


The most important operating technique from a 
business viewpoint is the clique’s ability to control 
its members’ actions, especially their- productivity, 
creativity and cooperativeness. A worker, who does 
more work than the clique has arbitrarily decided is 
a safe or decent amount, risks ostracism. This control 
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Clique can increase productivity 


OOM WMDW@OAOBWOWHWO®H 


® 
&) 
® 
® 
® 
& 
® 
&) 
® 
&) 
® 
® 
® 


©®O® OOH HHS BOW ® 


system can work to restrict output or upset the most 
soundly planned incentive system. It can also carry 
through to fabulous success any management plan 
which fits in with the special goals the clique has set. 
It resists change with enormous effectiveness. 

The weapons of control most often used are ex- 
clusion from social contact, failure to include in 
luncheon groups, small talk or help on the job. 

The clique rations congeniality and warmth, and 
sometimes extends outside the plant into the com- 
munity. Unless the offender has some hope of being 
included in a different and better clique, there is little 
chance of his swimming upstream against his own 
clique. 

The supervisor who can identify the cliques and 
their control systems can go further and seek out the 
basis of clique standards of control. 

The best leaders get the clique pulling for them. In 
fact, they become informal leaders of the clique as 
well as the formal leaders assigned by management. 
The most effective and productive teams are cliques 
that have aligned their own goals with those of the ad- 
ministration. 

In such cases, the full power and ability of the 
group will be brought to bear, and the results will be 
unsurpassed anywhere. 

Assigning good workers to a hostile clique or one 
with low standards can only result in spoiling the 
worker. On the other hand, putting a loafer with a 
hard-working group can often boost his performance 
up to the group standard through clique controls. 

One key indicator of group operating methods is a 
special language. Often this is simply a new use of 
plain English. In other cases it involves development 
of special jargon, such as “gandy dancer” on the rail- 
roads. Often these words are functional words com- 
monly used in the day-to-day technical aspects of the 
job. In others, they are simply profanity. Occasionally, 
they are inside jokes, or hints, and innuendoes. 

The manager who is sensitive and observant will 
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find that these things are open signs which a keen 
observer can interpret. With such indications of group 
sentiment, the manager can take steps to avert bad re- 
sults, and encourage favorable ones, if he can interpret 
these signs as evidence of the modus operandi of the 
clique. In some cases, he may be required to proceed 
regardless of group sentiment, but with forewarning of 
resistance. 

In other cases, he can try a different approach, or 
even defer his action with a view to winning clique 
support for his plan. 


Working through informal leaders 


Every informal organization has its informal leaders. 
These leaders are not appointed by management, nor 
selected by plebiscite, and have no guaranteed tenure. 
They are the individuals who seem best to articulate 
the emotional state of the group, and are most sensi- 
tive to its sentiments. Once established they are en- 
titled to lead the group in particular situations, 
policing backsliders, and setting an example for the 
rest. 

It is here that the greatest opportunity exists for 
working through the clique. If the assigned leader, 
foreman, office manager, or executive can earn the 
support of the clique, he will become its leader, even 
though he has a singular role in the group and serves 
management first. 

If he speaks the language of the clique, he holds a 
key to moving the group toward standards which are 
satisfactory to the company and at the same time 
pleasing to the clique. 

By controlling the communication system, he exer- 
cises special powers over group behavior. In practice, 
he can hold onto his informal leadership only so long 
as the group identifies him as being one of them. Once 
excluded because he has threatened the group’s soli- 
darity or made it feel inadequate, he will lose this 
control. 

The group operates in such a way that a foreman 
may also be accepted by a worker clique, because 
cliques are loose groupings and a single individual 
may belong to several of them, even those with op- 
posing interests—without such affiliations seeming in- 
consistent. 

A person who is in good standing in several cliques 
is in a position to bring about teamwork, cooperation, 
and unity of effort. 

The evidence seems to point to the organization 
man as the best manager for getting the clique to 
pull toward company goals. The nonconformist who 
wears a beard and Bermuda shorts to work can be 
productive only so long as the clique accepts this as 
normal behavior and him as one of the group. Tossed 
out of membership by the clique, the loner is likely to 
become so ineffective that he will be discharged for 
inefficiency, not merely because he fell out of step with 
the group. 

Managers normally find that they need the coopera- 
tion of three or more cliques in order to function with 
any success. 

They are obliged to get cooperation the informal 
organization way. Informal leadership as a method of 
managing then becomes skill in joining several cliques 
without seeming to be inconsistent to any of them. 
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From inside, a leader can sway the group toward the 
company goals. 


Planning facilities 


The physical facilities of the plant or office are im- 
portant in managing the clique organization. Every 
desk, every chair, every office, telephone, rug, and tool 
used in the technical performance of work has a veneer 
of social significance in addition to its functional 
usage. 

These serve to establish the social status of the 
persons to whom they are assigned. So do inequities 
in the assignment of office space, in tools and in 
differences in pay. 

Being founded on sentiment, the clique cannot rise 
above the somewhat petty considerations of small 
differences in working conditions. It will buzz loudly 
at changes in desks, work layout, conveniences, and 
facilities which the social scientists call status symbols. 
Complaints are not based on actual physical comfort 
or discomfort, but on the social effects of change on 
the group. 

In one case, a group of draftsmen in a New Jersey 
company stopped work because new air conditioners 
were installed in their department. Baffled by this re- 
action, the chief engineer spent several hours chatting 
with a delegation, explaining how the pieces were 
chosen, who selected them, and explaining “why the 
draftsmen weren’t consulted.” 

Consulting key cliques may be an important con- 
sideration in managing the clique; the careful detailed 
planning of facilities. Often it means that key cliques 
must be involved in this planning; or at best, the 
managers of the respective departments must be con- 
sulted on the possible ramifications of such change. 

—GEORGE S. ODIORNE 





REPRINTS of “Put Cliques to Work for You” may 
be obtained for 10 cents each or $6.75 per 100 postpaid 
from Nation’s Business, 1615 H Street, N. W., Wash- 
ington 6, D. C. Please enclose remittance with order. 
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HERE’S WAY TO MORE SALES continued from page 33 


Review of sales setup is first step to 


building a more efficient organization 


What exactly do you mean by sales 
policy? 


The word “policy” is subject to 
much misuse. A policy is defined by 
the [National Industrial Conference] 
Board, in its research, as a written 
statement of an organization’s beliefs 
and intent, which serves as a guide 
for long and short-term planning, for 
the day to day decisions of manage- 
ment, and as a framework for the 
methods employed in achieving com- 
pany goals. 

A sound set of policies helps pre- 
vent managers and employes from 
undertaking courses of action which, 
although they seem expedient, are 
really inconsistent with the compa- 
ny’s over-all philosophy and objec- 
tives, and may prove harmful in the 
long run. Sales policies, like other 
company policies, serve these pur- 
poses. 


What particular sales activities 
require policy thinking today? 


Recent studies of current marketing 
practices indicate that pricing policy, 
policies with respect to sales organi- 
zation and channels of distribution, 
and policies on product service, in- 
ventory management, and product 
development and planning are most 
in need of consideration by the aver- 
age company. 

I think more sales managers are 
students of organization today than 
in any year that I can remember, 
except right after World War II. 

In a good many instances, sales 
organizations have developed by bits 
and pieces over the years, starting 
perhaps with a rudimentary organi- 
zation, when the company was fairly 
small, with parts added, functions 
added, and assignments made on the 
basis of personal qualifications or 
geographical or product changes. 

We find today that fairly sub- 
stantial companies are considering 
whether their sales organization 
‘should be redesigned along product 
or geographical line, or whether sales 
activities should be centralized in 
the case of, let’s say, a decentralized 
company. There are serious consid- 
erations as to the relationship be- 
tween sales and production, and 
particularly production control, be- 
tween sales and credit, sales and 


54 


product research and development, 
and similar functions which are re- 
lated to sales in the average com- 
pany. 

Such companies are starting out 
with a general review of their sales 
objectives, and the ways they can 
organize to meet these objectives. 
They are examining the advantages 
of the various organizational meth- 
ods and attempting to redesign their 
sales organizations, not only to meet 
the current situation, but to take ad- 
vantage of the expansion in sales 
which many believe will follow the 
current recession. 

The same is true of channels of 
distribution. Often these channels 
have been decided either by histori- 
cal practice, or by individual deci- 
sions made at the time new products 
were introduced. 


What about pricing policies? 


Manufacturers are now concerned 
about some present price-cutting 
practices. They feel, in the face of 
fairly rigid material and labor costs, 
these can create chaos that will 
leave markets unsettled. 

The truth is that few companies 
have what can honestly be called a 
price policy. 

Take, for example, the question of 


product service. This cost can either 
be added to the original selling 
price, can be charged for as ren- 
dered, or a combination of both 
methods may be used. 

Product service can be pushed as 
a promotional device, or as a sales 
incentive, or it can be avoided as a 
nuisance. A company can meet the 
prices of leading competitors and 
still adjust its own product service 
policy to give it an advantage. 

The personal attention which 
smaller companies are sometimes 
able to give to customers’ service 
needs often holds their market rath- 
er firmly. Those who advocate exam- 
ination of policies, including pricing 
policy, would say that it would pay 
companies to examine what they 
hope to accomplish through their 
product service, how they intend to 
carry the costs involved, and then to 
establish methods which will achieve 
these objectives. 


What about management of inven- 
tory? 

First, few problems have been as 
troublesome to management for as 
long as inventories. In the current 
recession the effect of inventory im- 
balance is pronounced. 

Second, control of inventories is 
intimately tied up with the average 
company’s sales activity. Inventories 
are accumulated in anticipation of 
sales, and inventory management 
starts with sales forecasting. 

The problem is most clear in the 
case of companies that sell to sea- 
sonal markets, where it is necessary 
to accumulate inventories over a 
substantial portion of the year to 





New clues to crack salesmanship 


TOP SALESMEN can be recognized 
early in their careers by their free- 
wheeling independence of spirit. 

This is a finding of a study just 
completed by the Organizational Be- 
havior Program of the Survey Re- 
search Center, University of Mich- 
igan. 

The researchers studied 87 insur- 
ance salesmen who are members of 
the Million Dollar Round Table— 
men who have sold at least $1 mil- 
lion of life insurance in one year. 
Also interviewed were 87 likely can- 
didates for the elite sales group. 

Million Dollar men, the study 
shows, are likely to argue with their 
supervisors over company policy 
and procedures—and leave the com- 
pany if their arguments fall on deaf 
ears. 

Men who have not reached the 


heady heights of top salesmanship, 
on the other hand, display a more 
dependent attitude toward their 
companies, seem less willing to risk 
a clash. 

Says Survey Research Center Pro- 
gram Director Robert L. Kahn: 

“It would appear, therefore, that 
the greatest care should be exercised 
in the treatment of new agents who 
show independence of mind, even if 
their behavior seems to be repre- 
hensible from the organization’s 
point of view.” 

Other characteristics of crack 
salesmen are these: 

Strong profit motivation. 

Vigorous self-reliance. 

Firm commitment to the business 
and their role in it. 

Flexibility in their selling ap- 
proach. 
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meet the peak demand which may 
fall in a short portion of the year. 
Poor inventory management can 
result not only in substantial loss to 
a company in the form of inventory 
liquidations, but can place serious 
burdens on sales management. In 
the case of inventory excesses, sales 
management may be called upon 
to devise special promotions and 
schemes to reduce inventories. It 
may then find itself selling what 
might amount to a large share of 
total annual sales either at a loss or 
at far less than the profit that might 
be realized if these sales were ob- 
tained under normal circumstances. 
The purpose of establishing poli- 
cies in the case of inventory man- 
agement is to resolve such funda- 
mental questions as these: Will the 
company attempt to fill all orders as 
received? What delay in filling or- 
ders will be acceptable? What per- 
centage of total orders may be al- 
lowed to go unfilled because of tem- 
porary inventory shortages? What 
sales policies is management going 
to follow in encouraging distributors 
and customers to accept products in 
off-season or in anticipation of ac- 
tual demand? To what extent is the 
company willing to carry inventories 
for its distributors and customers? 


Is inadequate forecasting respon- 
sible for current inventory imbal- 
ances? 

There is no question that poor 
forecasting is responsible in many 
cases. 

However, it is well to consider 
that forecasting is not a science. 
Even good forecasting has its limi- 
tations under circumstances such as 
we have encountered in the past 
year. 

Despite improved methods, no 
one yet has found a substitute for 
good judgment. This is one of the 
most important tools of forecasting. 
Even our most refined statistical 
techniques begin with certain as- 
sumptions, which must be arrived at 
through common sense. 

The executives who use forecasts 
based upon new statistical tech- 
niques must remember that at the 
base of all this refinement lie these 
assumptions which are really intelli- 
gent guesses. 

Another danger is that those mak- 
ing and using forecasts usually ex- 
change ideas with others concerning 
the underlying assumptions, and a 
certain inbred conformity results. 

Despite these difficulties, however, 
many companies have demonstrated 
that a reasonable job of forecasting 
can be done, provided the method 
used is suited to the market situa- 
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How to build a strong 
dealer-service organization 


BERTRAM GIVEN, President, Waste King Corporation, Los Angeles, Calif., 
says: “In the past ten years, Trade Mark Service has helped Waste King 
become one of the world’s largest manufacturers of household and 


commercial garbage disposers. 


“Listings of Waste King authorized sales and service agencies under our 
trade-mark in the Yellow Pages implement a national program designed 
to serve Waste King customers promptly and efficiently. 


“Today, with an expanded product line, we require more than ever the 
sales and service help rendered to our users by classified directories all 


over the country.” 


More and more national advertisers rely on Trade Mark Service in the 
Yellow Pages to direct sales to their dealers and distributors. Find out how 


Trade Mark Service can make 
your advertising pay off at the 
local level. Call your telephone 
business office. 


WASTE KING’S TRADE-MARK and sales 
message identify authorized Waste 
King dealers and direct sales to them. 








WASTE KING PULVERATOR 





“WHERE TO BUY IT 
HOME MODEL DEALER 











Lee Kimball Co 119Canal ... CApitol 7-0250 
WHOLESALE DISTRIBUTORS 
GRAY SALES COMPANY 
ie hereto MOnumnt 6-9680 
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Does This 
Missing Link Jeopardize 
Your Business? 









it a “Master Box’’; 
and it connects privately- 


Your Fire Chief calls 











owned commercial and industrial | 


fire alarm systems directly to the Fire 


Department. At the first sign of fire—or | 


hazardous temperature rise — coded 


signals automatically mobilize the entire 


fire department, tell exact fire location, 
and send fire fighters on the way — all 
within seconds — to save your business, 
lives and property. And best of all, it 


works as a 24-hour “‘silent sentry” when | 


people aren’t there. 


Your Fire Chief can do his best job if | 
he gets to a fire in the vital first min- | 


utes. Get full benefit from your tax in- 


vestment in fire defense by installing | 


the proven, reliable Gamewell Coded 


Master Boxes and Fire Alarm Systems. | 
Send for 20-page story on how fire | 
alarms can save money, lower insurance | 


rates and provide wonderful Peace of 


Mind! Ask for “Economy of a Fire | 


Alarm System’’, today. 


THE GAMEWELL COMPANY 
Newton Upper Falls 64, Mass. 
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The most valuable sales meetings are 


those which let salesmen participate 


tion. Those cooperating in a Confer- 
ence Board study suggest that good 
forecasting should meet these re- 
quirements: 

First, those using the forecast 
should understand how it is ob- 
tained. 

Second, the forecasting method 
should economically produce results 
which are timely and fairly accurate. 

Third, sales forecasts should be 
in units and groupings which can be 
readily used. 


How will long-range planning help 
in the short-run situation? 


Without long-range objectives and 
plans, short-range plans are likely to 
be so changeable that courses being 
pursued one year may be contrary 
to those being pursued the succeed- 
ing year. As a result various mem- 
bers of top sales management and 
sales supervision may not all be 
working in the same direction at the 
same time. 

Companies with long-range plans 
are more likely to have well devel- 
oped and directed short-term plans 
that help assure a common effort on 
the part of all members of sales man- 
agement. Such companies have a bet- 
ter chance of success in the present 
market than companies whose efforts 
are characterized by frantic confu- 
sion. 


Might not long-range plans prove 
to be sort of a strait jacket? 


No. Most of those who use long- 
term plans recognize that these 
plans not only need constant reap- 
praisal and adjustment, but that par- 
ticular programs employed at differ- 
ent times may be at variance with 
each other as long as they are con- 
sistent with the over-all goal. 

For example, if a company de- 
cides, as part of its long-range sales 
plan, to vacate a given market, it 
would not rescind that objective and 
increase sales activity and promo- 
tional expenditures in that market 
simply because some immediate 
gain might result. It would feel that 
similar effort in the markets which 
the company has planned to expand 
might also produce immediate re- 
sults and still carry the company 
along to its ultimate goal. 

Long-range planning can actually 
result in greater flexibility than 
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short-range planning, or the absence 
of planning. It permits manage- 
ment, particularly middle and lower 
management, to move more rapidly 
and with greater assurance than is 
the case where every decision must 
be evaluated in the light of rapidly 
fluctuating opinion. 


You place major emphasis on top 
general management and sales 
management? 


That is true because policy and 
over-all goals must come from the 
top management. However, other 
levels of sales management, includ- 
ing district supervisors, regional 
managers, product managers, must 
study their particular marketing 
problems, make plans both long and 
short term to overcome these prob- 
lems, and see that the work of their 
respective staffs is consistent with 
the company’s over-all objectives. 

As a matter of fact, one of the 
revelations of the current recession 
is the fact that a great many sales 
managers do not really possess the 
skills required to manage. 

Those companies which have 
trained their sales supervisors and 
sales managers in an anticipation of 
their promotion to managerial posi- 
tions have benefited. 

Like top management, the sales 
manager’s prime responsibilities are 
to plan, coordinate and to control. 

But the sales manager’s responsi- 
bilities go beyond that. Selling is 
a lonely occupation. The average 
salesman is on his own from morn- 
ing to night, with little direct super- 
vision. His job is filled with tension, 
high expectations, and frequent dis- 
appointments. He needs the help 
and confidence of encouraging lead- 
ers. He also needs aid in developing 
his own skills, and guidance in how 
best to utilize these skills. Sales man- 
agers must work closely with their 
men, give them the will, the enthusi- 
asm, pride and ability to sell. Our 
studies show that the men who can 
do this best are those who have these 
qualities themselves, and can impart 
them to others. 


How can sales supervisors best 
stimulate their salesmen? 


First is training. Pep talks, con- 
tests, and sales meetings all have 
their part. But, unless the man is 
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well trained, these can be wasted. 
Sales training not only imparts tech- 
nical knowledge, but also imparts 
confidence to the salesman. It also 
develops a loyalty to the supervisor 
and to the company that has trained 
him. This loyalty and confidence are 
essential. 


What kind of sales training works 
out best? 


The companies we have studied 
have found that no one type of train- 
ing is best. The formal type, that is, 
the sales school or the sales meeting, 
is probably best for imparting prod- 
uct knowledge to a large group of 
salesmen at one time, to familiarize 
them with the company’s policies or 
programs. 

However, on-the-job training, the 
personal training which comes from 
working with senior salesmen or 
sales supervisors, seems best suited 
to developing individual skills. 

For training purposes sales man- 
agement has found that a carefully 
planned, well organized and well 
operated sales meeting is an effec- 
tive training tool. 

When it comes to stimulating 
salesmen, sales meetings have had 
varied success. Some feel that stag- 
ing an extravaganza will send the 
salesmen out full of enthusiasm and 
will result in an immediate sales 
gain. Others have found that, unless 
a meeting has real substance and 
value to the salesmen, the stimula- 
tion will have a short life, and can 
in some instances actually under- 
mine morale as, for example, if sales- 
men in the course of such meetings 
are stimulated to believe that a cer- 
tain approach to the market will 
bring spectacular results, and then 
go out and come a cropper. 


What type of sales meetings do 
you recommend? 


Let me inject here that the Con- 
ference Board is a fact-finder and 
analyst. We do not make recommen- 
dations. However, the men we have 
spoken to feel that no one format 
produces the best results. Simple, 
quiet sales meetings, set up in a dis- 
trict sales office with the most simple 
appurtenances, can be just as effec- 
tive as large annual sales meetings, 
complete with vaudeville acts and 
other surprise performances. 

The really important thing, these 
men say, is that the meeting be di- 
rected at the needs of the men, and 
have a significant message. 

A type of meeting which they 
have found to be valuable is one 
which permits the salesmen to par- 
ticipate. In the smaller district sales 
meetings this is more easily ac- 
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ited.) 
PACIFIC 
RAILROAD 


Many industrial concerns looking for a new plant 
site consider convenient rail transportation, for both 
freight and passenger service, as being of major 
importance in their list of requirements. 


As one of the nation's finest railroads, we can assure 
you of dependable rail transportation when you 
select a site in the territory we serve. 


So when seeking a tract near a track, in the Union 
Pacific West, call on us for any information that will 
be of help to you. 


Just contact your nearest U.P. representative or get 
in touch with us direct. 








MONTANA 





NEBRASKA 
Map shows the vast 
western area served 
by Union Pacific. 






UTAH coLo. 







SAS 
— MISSOURI 





INDUSTRIAL DEVELOPMENT DEPARTMENT 


UNION PACIFIC RAILROAD 


Omaha 2, Nebraska 
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on the ceiling! 


new years-ahead 
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floor space ... and it's waterless! 


‘“*packaged”’ condi- 
tioner filters, cools and circulates the air to 
provide healthful comfort, maintain employee 
efficiency. Saves valuable office floor space. 


| 

This great new Janitrol | 
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Waterless operation means thrifty operation | 
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JANITROL HEATING 
AND 
AIR CONDITIONING 
DIVISION 
SURFACE COMBUSTION 
CORPORATION 
COLUMBUS 16, OHIO 


In Canada: 
Moffats Ltd., Toronto 15 


with fewer moving parts, assures quiet, 
dependable performance. Attractive, easy to 
buy and install. Sizes for every office. Free 
installation estimate. Ask your Janitrol dealer! 























Want a complete report 
of every movement 
of each of your 


trucks... daily? 


sannaaain TA CH OGRAP ‘“‘supervises’’ 


truck operation for less than 2¢ p 


When you equip your fleet with TACHOGRAPHS, 
it’s like having your supervisor ride on every truck... 
without leaving his desk. 













A chart, costing less than 2 cents, placed inside the 
Tachograph at the start of each day or before each 
run, provides a graphic record of operation. These 
reports help reduce operating costs by encouraging 
better driving habits that save time, gas, oil, and tires. 


Get details. Mail coupon for Bulletin SU-3. 
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WAY TO MORE SALES 


continued 


This is opportune 
time to build up 
a good sales force 


complished because points that are 
raised can be discussed and manage- 
ment can react in accordance with 
the views expressed by the salesmen. 
In larger meetings this is difficult, 
but some companies have worked out 
systems permitting two-way com- 
munication, even in large meetings. 

This has involved, in some in- 
stances, sending agendas of these 
meetings to all the salesmen who 
will participate, inviting them to 
suggest items for the agenda and to 
pose questions. The conference in 
other instances is broken up into 
smaller groups, and spokesmen are 
appointed to pose questions to a 
panel or actually to sit as a panel. 

Another point that these sales 
managers have made is this. If sales- 
men who participate in these meet- 
ings find that, after the meetings, 
management doesn’t act on their 
suggestions or if promises are not ful- 
filled, they are going to have little 
regard for future meetings of this 
type. 

This leads to another point which 
I think is important. That is: Sales- 
men must have genuine and heart- 
felt enthusiasm to do their best job 
as salesmen. This type of enthusiasm 
cannot be demanded or expected or 
even bought. 


Do you find that there is still a 
shortage of qualified salesmen? 


Our recent contacts in the field 
have indicated that in past years 
there has been a rather severe short- 
age of skilled salesmen. This is like- 
ly to reoccur over the next five to 
10 years. Some sales managers feel 
that this is an opportune time to 
develop a sales force so that the 
company will not be caught short in 
the next rising market. 


Are there any new sales tools that 
management can use at present? 


The best sales tools available to- 
day are the old familiar ones—good 
organization, careful study of the 
market and the product, sound plan- 
ning, intelligent promotion, intensive 
training, enthusiastic selling, ade- 
quate reward, common sense, and 
hard work. END 
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BOOST BUSINESS 


continued from page 37 


less, and be in a position to balance 
the budget or to reduce the national 
debt, or both. 


if your bill should not be passed 
this year, will it be reintroduced 
next year? 

I feel so strongly that such legis- 
lation is in the best interest of the 
United States—particularly of the 
wage earners—that I should con- 
tinue to introduce and fight for such 
legislation as long as I am in the 
Senate. 


if the economy should take a 
marked up-turn soon, would the 
legislation be just as vital? 


I think the legislation would be 
just as vital, because we should have 
overhauled our depreciation tax laws 
many years ago. The depreciation 
tax laws of the United States are 
less liberal than any other industrial 
country in the world. 


Senator, would you care to expand 
on that any? 


Yes. In Germany, for example, 
expenses incurred for short-life as- 
sets can be fully deducted from in- 
come in the year of acquisition. In 
The Netherlands, too, fixed assets 
of small value may be written off 
in the year they are acquired. An- 
other stimulant is a credit against 
tax for improvement and purchase 
of capital assets. This credit is in 
addition to normal depreciation so 
that a taxpayer spending more than 
a minimum limit is allowed the 
equivalent of depreciation of 120 
per cent of cost over the life of the 
asset. This allowance for invest- 
ment is a trend discernible through- 
out Europe as an excellent stimulus 
for investment. 


Who should be the most enthusi- 
astic about this bill? 


It is obvious that the most en- 
thusiastic supporters would be the 
men and women who want and need 
jobs, and the men and women who 
run the 10 million business units 
which could provide these jobs. 


Senator, what can wage earners 
and businessmen do to get this 
type of legislation enacted in Con- 
gress? 


Immediately contact their Con- 
gressmen and Senators, and the Sec- 
retary of the Treasury, and the Pres- 
ident of the United States, express 
their interest in the legislation and 
urge its enactment. END 
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Ready for 
new Postal Rates? 


Up go your postage costs from 3¢ to 4¢ an ounce for first class 


letter mail, from 6¢ to 7¢ for airma 
mailing scale is more of a must in 
before! Overpaid letters will cause 
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STAGE SET 


FASTER PROGRESS 


TODAY THE WORLD is in a position to learn more 
and to advance faster than it has ever done. However, 
this does not mean that new knowledge or new prog- 
ress is inevitable. If we expect our optimistic predic- 
tions of the future to come true, we need to remember 
this: 

Progress depends on social concepts as well as on 
inquiring minds. 

A glance at history emphasizes this. Consider this 
timetable of man’s mastery over the elements of his 
environment: 

500,000 B.C.—man began to improvise tools. 

300,000 B.C.—he began regular tool-making. 

15,000 B.C.—the making of somewhat complicated 
tools was started. 

10,000 B.C.—man was using fire regularly. 

3500 B.C.—the use of lamps, the wheel and writing 
began. 

3000-1000 B.C.—man began to shape clay, work 
bronze, iron and steel. 

900-100 B.C.—the Chinese adopted stern rudders 
for ships, the curved plow, the crossbow, and mova- 
ble type; the Egyptians discovered the earth was 
round, measured its diameter, and circumnavigated 
Africa in boats with watertight compartments. 

By 100 B.C., the Chinese had rigs for sailing ships, 
seed drills with hoppers and were doing deep digging 
for water. 

The atomic theory had been developed in Greece. 
The basis for technological and scientific advance had 
been laid both in Europe and in Asia by this time. 

Then progress stopped for 1,500 years. 

The Chinese developed a social order which placed 
a high value on precedence and less value on research 
in the natural laws and wide use of the discoveries 
made. If the Chinese from, say, the first century B.C. 
on had possessed our social philosophy, the world 
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might have reached the Atomic Age by the Fifth 
Century instead of the Twentieth Century A.D. 

In the West progress stopped even earlier. 

When the Romans came to dominate the Mediter- 
ranean, they learned how to use the arch effectively, 
to build monumentally and to use cement, plaster, 


wood and a rude chemistry. But their civilization was: 


exploitive rather than creative. They did not en- 
courage the blending of the inquiring mind of the 
Greek philosophers with the experimental “let’s test 
it” attitude of the competent artisan, in an environ- 
ment which permitted and rewarded research. Practi- 
cally no progress in science was made in the West 
from 500 B.C. to 1500 A.D. Much of the astronomy 
of the Assyrians and the science of the Egyptians was 
lost. 

The Crusades brought a new social climate and 
Europe again was ready to advance. Mathematics, 
chemistry, physics and astronomy grew more from 
1500 to 1800 than they had grown in the preceding 
2,000 years. From 1800 to 1900, technology advanced 
even more rapidly. 

Not only did social and political environment en- 
courage experimentation—economic pressures drove 
the new knowledge out of the laboratory and into the 
market place. 

Wind power had been known for thousands of years 
but it was not harnessed effectively on land until the 
Dutch needed lots of energy to pump water into their 
canals. Steam power was known but effective engines 
were not developed until England’s forests were de- 
pleted and power was needed to pump out coal mines 
and to hoist coal. When mass demand for a product 
developed, technology developed with it. But mass de- 
mands have been recognized and satisfied historically 
only in economies which recognized the importance of 
the individual and placed a high value on justice. 
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The American scene offered the best combination of 
these conditions the world had ever seen. After British 
control over the development and invention of new 
processes in this country was broken, technology was 
encouraged and rewarded as never before. Europe had 
more resources than the United States throughout 
most of the Nineteenth Century. It had more popula- 
tion, more transportation facilities, more science, more 
of most things. But the political and social environ- 
ment did not offer the opportunity and the reward for 
technological development that the U. S. offered. 

In America, too, the economy has been under pres- 
sure. This pressure came, among other reasons, from 
the fact that in the U. S. the geographical frontier 
kept draining human resources from the settled areas. 
This made labor scarce and expensive. Rising stand- 
ards of technology were necessary to compete for the 
labor available. 

This encouraged experiments in mass production. 
In Europe in the Eighteenth and Nineteenth Century 
science tended generally to be something for the elite. 
The United States evolved a democracy of science and 
technology as well as of government. The small fac- 
tories in New England, run by water wheels, adopted 


technologies dreamed up by the settler craftsmen. 
Whaling ships and clippers evolved from the practical 
experience of the townsmen of New England, not 
from scientific studies. This utilization of workers’ 
skills and imagination was an important aid to our 
rapid progress. 

A related political aspect of American life which 
made progress relatively rapid was the concept that 
any business was open to any individual. The guild 
limitation on the right of individuals or corporations 
to enter a business or a trade has been almost un- 
known through most of our history. Monopolies de- 
veloped vigorously for a brief period after the Civil 
War but they were alien to our way of life, and were 
not tolerated for long. New ideas and new methods 
of doing business were welcomed here, as they were 
not always welcomed abroad. 

Technology could improve rapidly here, too, be- 
cause we could borrow from the rich heritage of 
Europe and Asia. American schools and American in- 
dustry tended to support applied science and engi- 
neering rather than basic research. This was true until 
World War I, and to a decreasing extent thereafter. 
The existence of a frontier with its resources, the 


Ancient Chinese made tremendous 
progress until stopped by a 
deadening social philosophy 


In the West, Roman progress stopped 
because their civilization was 


exploitive rather than creative 
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Today science and technology 
can move forward given the proper 


political and social climate 











FOR FASTER PROGRESS continued 





More encouragement to research could 


greatly advance science and technology 


draining of manpower from the set- 
tled area with the resulting pressure 
on wages, the fact that anyone was 
entitled to compete and contribute 
his ideas, and the rich resources of 
European science, all created an en- 
vironment in which energy, initia- 
tive and intelligence were rewarded. 

The results were particularly no- 
ticeable during periods of military 
conflict when needs were most ur- 
gent. The War of 1812, for instance, 
brought mass production. Eli Whit- 
ney developed the concept of inter- 
changeable parts in large measure 
because there were not enough 
skilled craftsmen at low enough 
wages to make the guns the govern- 
ment wanted at the price the gov- 
ernment was willing to pay. 

The Civil War brought similar de- 
velopments. The sewing machine 
was created because hand sewing 
was not equal to the task of making 
uniforms at the price the govern- 
ment was willing to pay. 

The typewriter had its genesis in 
the shortage of manpower during 
and after the Civil War. 

America has progressed, finally, 
because its citizens have been ingen- 
ious in meeting old needs in new 
ways. Whitney did not develop a 
machine which would file one piece 
down until it matched another. He 
developed a machine which turned 
out duplicate pieces. Singer did not 
develop a machine to push a needle 
through the cloth, turn it around and 
bring it back. He developed a ma- 
chine which pushed a needle part 
way down, in harmony with a mov- 
ing shuttle. 

This willingness to accept entirely 
new ideas quickly also tended to dis- 
tinguish us from the rest of the 
world. It assured experimenters that 
the better technologies they devel- 
oped would be accepted. 

Our growth was so fast that by the 
end of the 19th Century many felt 
that the limits of knowledge were be- 
ing approached. But far more basic 
discoveries were made between 1900 
and 1950 than had been made in all 
preceding history. Scientists were 
beginning to wonder if the neutron 
might not be broken into many parts 
as the atom had already been bro- 
ken; the telephone was freed from 
wires; television was using principles 
of physics and engineering which 
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would have been completely incom- 
prehensible only 30 years earlier. 

Today the chances of new and 
even greater discoveries are better 
than ever before. Science and tech- 
nology are ready. 

They were also ready 2,500 years 
ago—and nothing happened. 

If we are to have the progress we 
now expect, it will be because we 
have a research-minded government 
and a research-minded business com- 
munity backed by a social attitude 
which encourages new develop- 
ments. 

Since our early days, government 
has encouraged research. The Navy 
from its beginning hired inventors to 
improve known devices and develop 
new ones. The federal government 





underwrote Eli Whitney to a con- 
siderable extent in his development 
of guns. The Department of Agri- 
culture, when it was established in 
1862, encouraged research. By 1930 
the government was spending ap- 
proximately $25 million on research. 
This fiscal year, its expenditure is ex- 
pected to total $4 billion. 

In addition to such direct en- 
couragement, the government can 
provide indirect stimulants as well. 

It can help first through the tax 
concessions it now offers for expend- 
itures on research. Money spent on 
research and development can be 
charged off as an expense in the year 
it was spent. It does not need to be 
capitalized. An idea that costs 
$100,000 to perfect may be as profit- 
able as a new machine which costs 
$100,000 to buy and install. It may 
be possible to write off the machine 
in 10 years for tax purposes. The 
$100,000 spent on R & D to make the 
idea work can be written off for tax 
purposes in one year, if the work 
took not more than one year to com- 
plete. 

The government can also help by 
letting contracts which require re- 
search. It is expected to obligate 





more than $3 billion for R & D to be 
done by nonfederal organizations in 
the current fiscal year. 

Finally, government can adopt 
taxation and depreciation policies 
which create incentives for individ- 
uals and companies to search out the 
new and put it to work. 

Spurred on by such incentives, 
business will have not only more 
money but a greater challenge in its 
search for, acceptance and exploita- 
tion of, new ideas. The problem is 
considerably more complicated and 
expensive today than it was 25 years 
ago, or even 10 or 15 years ago. 

In those days progress often 
meant in large part the application 
of concepts already developed by 
others. Now it more and more means 
research into basic science where the 
wisdom of pursuing pure knowledge 
must be taken on faith. 

Less vision was needed to support 
research in the past than will be 
needed in the future. 

When it was discovered that send- 
ing electricity through a coil would 
create a magnet, for instance, devel- 
oping the telegraph instrument was 
a fairly simple technical problem. 
The question, “how to produce good 
wire cheaply,” was less easily an- 
swered, but it could be defined in 
practical terms and the need for solv- 
ing it defended in simple language. 

What was the life of insulation A 
as against insulation B under temp- 
erature conditions D or temperature 
conditions E? Would it be safe to sell 
wire coated with insulation A to a 
firm which would use it in the Trop- 
ics or to a firm which would use it in 
the Arctic? 

The solution to today’s problems 
may come through completeiy unex- 
pected developments in a high vac- 
uum tube, in a low temperature 
chamber, or a high temperature arc 
using rare alloys. No one today can 
tell where a new path will lead when 
it passes the current frontiers of 
knowledge. 

All we know is that some of the 
paths will provide materials un- 
dreamed of, which will be of far 
greater utility and lower cost than 
we can turn out with even the most 
effective tools at our disposal to- 
day. So, industry must maintain 
and support pure as well as applied 
research on a basis of faith. 

The unpredictable results of pure 
research have one big advantage— 
they offer unprecedented opportun- 
ities for diversification. A_ slight 
change in a formula may make a 
chemical now used solely by the steel 
industry an eagerly sought material 
for powering jet planes or missiles. 
Research increases the diversifica- 
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tion of markets, and thereby offers 
the probability of more stable, as 
well as expanding, sales. 

Larger companies recognize this. 
They tend to budget a specific per- 
centage of sales to research, both 
pure and applied. 

The problem is much more diffi- 
cult. but not impossible, for smaller 
companies. 

They are finding it profitable to 
invest in applied as distinguished 
from pure research. 

The smaller the company, on the 
average, the larger the proportion 
of the staff doing research and devel- 
opment work. The research, however, 
is somewhat more directly related to 
operating problems and in some 
ways more expensive to sustain for 
the small than for the large firms. 

Pure research, however, is not be- 
ing conducted directly to any extent 
by smaller firms. As pure research is 
becoming increasingly important, 
this is significant. There are several 
ways in which the handicaps facing 
small business in this matter may be 
overcome. One of the easiest is for 
small firms, singly or through trade 
associations, to help support re- 
search in colleges and universities. 
Small sums can go further for re- 
search on a college campus than in 
most small company laboratories. 
Small companies can also, either 
singly or through their trade asso- 
ciations, support research through 
private research organizations. 

The total outlay — government 
and nongovernment—for research 
and development is estimated at $10 
billion for this year. If the national 
economy is to continue to grow at 
past rates, these expenditures should 
grow about 65 per cent in the next 
15 years and the number of en- 
gineering workers should a little 
more than double. 

The increased demands for skilled 
workers which this increasing inter- 
est and attention will create is illus- 
trated by the Census reports which 
indicate that employment in sci- 
ence and technology was less than 
one tenth of one per cent of the labor 
force in 1870. It rose to five tenths by 
1910, a rate of growth of four per 
cent per year, compounded annual- 
ly. By 1950 the number of persons 
employed in science and technology 
was 1.7 per cent. This was about 314 
times the proportion reported in 
1910, or a rate of growth of more 
than three per cent per year, com- 
pounded annually. In terms of en- 
gineering only, there were about four 
times as many engineers per 1,000 
workers in 1950 as in 1910. 

The fact that skilled technical jobs 
will increase much faster than un- 
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skilled jobs is well known. The newer 
machines require more skilled labor 
to operate and their maintenance 
requires more highly skilled labor. 

The need for a growing percentage 
of increasingly well trained workers 
is recognized, too. Industry can serve 
itself, and the country, by support- 
ing colleges and universities. This 
opportunity is open not only to 
larger companies but to small com- 
panies as well. A small company 
may be able to help the equivalent of 
only one, or a dozen students, or pay 
the salary of only one or two profes- 
sors. That may seem too insignifi- 
cant to be worth the effort. But if 
one half the firms in the country 
were to support, on the average, one 
student only in undergraduate or 
postgraduate work, more than 2.5 
million students would be provided 
for. Or, if the net costs to the colleges 
represented by the difference be- 
tween college costs and student pay- 
ments were to be accepted by half 
the business firms, the cost per firm 
would be small. Direct gifts to col- 
leges and universities last year, by 
business firms, totaled something less 
than $80 million or less than .2 per 
cent of profits before taxes. 

As the importance of research 
rises, and as the cost of the training 
required to conduct research rises, 
the law of self-preservation would 
seem to suggest that small and large 
firms examine the opportunities for 
helping train the scientists and re- 
search personnel of the future. 

The law of self-preservation de- 
mands, too, that the people who will 
benefit from these expenditures in- 
sist on a social climate that makes 
them possible. 

If these people insist that the 
funds which might support research 
be taxed away and spent for other 
purposes, if they demand laws which 
so restrain commercial enterprises as 
to cripple initiative and deny the 
right to profit from new products, or 
support labor restrictions on new 
machines or new processes, the prog- 
ress which seems certain now can be 
prevented. 

Technical progress in the West 
was virtually halted for 2,000 years 
because the political and social cli- 
mate did not encourage the blending 
of inquiring minds and_e skilled 
craftsmanship. 

We cannot have adequate and sci- 
entific progress today unless we go a 
step further and encourage the ex- 
ploration of the unknown, whether 
or not it appears to offer an immedi- 
ate tangible reward. Pure research, 
based on faith, is now a cornerstone 
of progress. 

—ROBINSON NEWCOMB 








Can a metal 
building be a 
better place 
to work? 





Offices, factories, retail outlets, warehouses—simply or 
beautifully architect-styled—build it any way with the 
Butler Building System. Get good buildings for less. 


Yes, if it’s a 
Butler 
pre-engineered 
building 


Fresh air, proper light and tempera- 
ture control are three vital keys to 
good employee morale. Lack of any 
one creates irritability, nervous 
strain and absenteeism. And the de- 
sign and construction of the building 
is often the cause. 

These three keys to healthful work- 
ing conditions are a bonus you'll find 
built into Butler pre-engineered metal 
buildings. Low-cost plastic Lite*Panls 
in the roof flood the interior with nat- 
ural, non-glare light, eliminating eye 
fatiguing contrasts overhead. The 
gable roof makes a naturally self- 
ventilating building . . . no trapped 
foul-air strata .. . no dead air pockets. 
And the Butler method of vapor- 
sealed wall insulation reduces tem- 
perature contrasts from wall to room 
—contrasts that produce damp, chilly 
floor drafts. These are only a few of 
the advantages you get in a Butler— 
the lowest cost way to build well. Call 
your nearest Butler Builder for all the 
facts. He’s listed in the Yellow Pages 
under “Buildings” or “Steel Build- 
ings.” Or write direct. 


ee, pags” 
BUTLER MANUFACTURING COMPANY 


7456 East 13th Street, Kansas City 26, Missouri 
Manufacturers of Buildings » Oil Equipment 
Farm Equip * Dry Cl 's Equip 

Outdoor Advertising Equipment 
Custom Fabrication 





Sales offices in Los Angeles and Richmond, Calif. 
Houston, Tex. * Birmingham, Ala. « Atlanta, Ga. 
Minneapolis, Minn. * Chicago, Ill. * Detroit, Mich. 
Cleveland, Ohio * New York City & Syracuse, N.Y. 
Washington, D.C. * Burlington, Ontario, Canada 








YOU CAN 


HELP WORRIED 





WORKERS 


Here’s what to do when employes 
come to you with their problems 


EVERY MANAGER is a counselor 
whether he realizes it or not. 

If he is a good one, more of his 
subordinates will come to him with 
more of their problems. He will know 
more about what goes on around 
him. He will understand his people 
better and get better work from 
them. 

If he is a poor counselor, he will 
do less counseling, but the work sit- 
uation will continually force his men 
to come to him with problems they 
can take to no one else. 

Those who feel that they are in- 
adequate as counselors, or dread the 
need to counsel, can improve their 
ability by attending conferences, 
workshops and courses offered on the 
subject. Or they can practice alone. 
The first step is to know and under- 
stand the types of counseling, and 
then adapt them to the situation or 
to the counselor’s aptitude. Basically 
there are six types of counseling: 


> Telling people what to do. 

> Giving information. 

> Manipulating the environment. 
> Manipulating people. 

> Catharsis. 

> Psychotherapy. 


Skill in using these methods may 
be improved if the counselor records 
his interviews, plays them back and 
listens critically to himself. He can 
do this under the supervision of a 
consultant or a professor, or he can 
do it alone. Either way, he is almost 
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certain to be surprised at what he 
hears coming off the tape. 


Telling employes what to do 


An employe comes to you for ad- 
vice and you give it to him. Some- 
times he follows your advice and he 
solves his problem and he is grateful 
and you are happy. Sometimes he 
follows the advice and it backfires. 
Then you are red in the face. Some- 
times he does not follow your advice. 
Then you feel chagrined and he feels 
embarrassed. 

This is the kind of counseling a 
man wants and expects when he goes 


to see an attorney or physician. It 
may be what he wants when he goes 
to see his boss, or it may not. It is 
the kind of counseling he is most 
likely to get. Most of us think that 
when another person asks advice he 
wants advice. And most of us enjoy 
giving it. 

Recent findings suggest that most 
counselors tend to dominate their 
clients more than they realize, and 
more than even they think they 
should. And it has been said that the 
poorest person to choose for an ad- 
viser is one who likes to give advice. 
Even when an employe asks advice, 
this is not always what he wants. 


Giving information 


The counselor does not tell anyone 
what to do. He gives him all the in- 
formation he has that he thinks may 
be helpful to him. Sometimes this is 
all he needs and he solves his own 
problem. 

This concept of counseling may 
appeal to those who have a retentive 
memory, a good deal of information 
and experience. It appeals to those 
who want to help people without 
dominating them, or who do not 
want to stick their necks out. It does 
involve one risk that may not be ap- 
parent: The choice of information 
presented, the tone of voice in pre- 
senting it, may reveal the counselor’s 
own values, his own bias, even his 
own opinion of what the employe 
ought to do. This may not be bad, if 
you realize what you are doing. It 
can be bad if you do not. 


Manipulating the environment 
The employe is trying to do a job 

or to solve a problem and he encoun- 

ters an obstacle. He lacks the re- 
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sources, or the connections, or the 
authority to remove the obstacle. 
You are able to remove it for him. 
You do. He is happy and you are 
happy, unless in the process you 
have offended someone else. 

This kind of counseling can do 
much to keep the wheels of progress 
moving, to build a cordial relation- 
ship with employes so that they will 
feel free to come to you with their 
problems. It has one disadvantage. 
If overdone, it may encourage your 
staff to lean on you when they ought 
to be making their own decisions and 
removing obstacles which they do 
have the authority and resources to 
remove. 


Manipulating people 


You want your employe to do 
something, but you do not want to 
order him to do it. So you contrive 
an excuse for discussing the subject 
and counsel him to do it. 

This method sometimes works. It 
can backfire badly if the employe 
suspects that the discussion is a 
sham, that you have already decided 
what he is to do. If he suspects that 
you are trying to trick him into 
thinking that he made a decision 
when he really had no choice, he will 
soon tag you as the kind of boss who 
wants him to be a yes-man. Then 
future counseling sessions will be- 
come guessing games. You pose the 
problem and the employe tries to 
guess the answer that you have al- 
ready decided upon. 


Catharsis 


The employe has something he 
wants to get off his chest. You let him 
talk. You do not agree, or disagree, 
or argue. From time to time you may 
summarize what he has told you, or 
the feeling he has expressed. In this 
way you show him that you are lis- 
tening, that you comprehend, and 
that you think he is important 
enough to be worth your time and 
your attention. 

Sometimes this assurance of his 
own importance is all that he wants 
or needs. You think you have given 
him nothing, but he goes away con- 
tented. Actually you gave him a 
great deal. You restored his faith in 
himself. By your actions you con- 
vinced him that you—his boss—a 
very busy man—think that he is im- 
portant enough for you to listen to. 

Sometimes the employe faces a 
problem that has him worried sick. 
He has tried to solve it. He thinks 
about it all the time. But his 
thoughts just seem to go around in 
circles. They never come out any- 
where. He cannot reach a decision 
that satisfies him. Finally, the pres- 


sure becomes so great that he spills 
it all to you. You listen. You en- 
courage him to talk fully and freely. 
You do not interrupt. You do not 
criticize nor commend. You offer no 
advice. But something happens. 

When he has put his feelings in 
words, they become a little less in- 
tense. The pressure eases. He is able 
to think a little more clearly. Just to 
tell his story, he has to organize his 
thoughts into some kind of logical 
presentation. In the process he some- 
times sees his difficulties in a new 
light. He begins to feel that there is 
some hope of solving his problem 
after all. Again you have done noth- 
ing but listen and reflect his feelings. 
But you have helped him. 

You cannot, of course, solve all 
the complex problems of all em- 
ployes by just leaning back in your 
chair, nodding your head, and say- 
ing “uh-huh” every time he stops for 
breath. But there are times when 
this is the best thing you can do for 
him. And it is sometimes a smart 
thing to do when you do not know 
what else to do. 


Psychotherapy 


Psychotherapy is appropriate 
when the problem is one of emotional 
conflict within the individual him- 
self. He wants two things. He cannot 
have them both. He cannot choose 
between them. Or he wants to do 
something but he is afraid to try it, 
or he thinks others would disap- 
prove, or he thinks it would not be 
right to do it. Psychotherapy seeks 
to help him to clarify and to accept 
his own value patterns, to live by his 
own standards rather than by those 
which others would impose upon 
him; thus to resolve his conflicts or 
to learn to live with his neuroses. 

Psychotherapy may be nondirec- 
tive or client-centered, in which case 
it resembles catharsis, usually ex- 
tended over several interview ses- 
sions of about 45 minutes each, with 
the addition of occasional interpre- 
tations by the counselor. Or the ther- 
apist may take a more active role, as 
do many psychoanalysts. 

Psychotherapy is something that 
you will usually not undertake your- 
self because you cannot spare the 
time. You will, perhaps, occasionally 
refer one of your employes to a good 
therapist in whom you have confi- 
dence.—ROBERT HOPPOCK 





REPRINTS of “You Can Help Wor- 
ried Workers” may be obtained for 
five cents acopy or $4.00 per 100 post- 
paid, from Nation’s Business, 1615 
H Street N.W., Washington 6, D.C. 
Please enclose remittance with order. 
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EXACT SKELETON MODEL * 
ONE FOOT HIGH 


AMAZING ANATOMICAL 
REPRODUCTION 
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model 
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color 
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4 year work, 
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model making 
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* 
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now $995 
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Developed after 
years of work, this 
precise human skel- 
eton model is fine 
for doctors, nurses, 
students etc.; perfect fun for office, den, desk 
or club. (And what a gag!-‘‘ideal’’ business 
partner; eye-catching store display; car orna- 
ment.) Parts interlock, snap together. With 
identification chart, $2.95. With stand. $3.95 
ppd. (Obviously a must for everyone's closet.) 
Money back guarantee. Order by mail only. 
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“100 WAYS 
TO IMPROVE 
EFFICIENCY... 
SAVE MONEY 


in your office” 


new FREE booklet 


yours for the asking! 





in addition to these valuable tips, é 
you'll find out how Manpower, Inc. qt 
Temporary Help Services can save 

money for your firm. i 
Manpower's trained employees will 7 
do your Typing, Stenographic Work, t 
Calculating, and Mailing Work in your 

office or ours at low hourly rates. ; 


Over 140 offices Coast-to-Coast, 
Canada, and Abroad. 


feat-lal oleh 4-1 ee al ot 


' 
‘ 
f 
i 
§ Title 
i 
} 
i 


Manpower, Inc. 
807 N. Plankinton Ave. Milwaukee, Wisc. 


Please send me your FREE booklet. 
Name 








Firm 
Address 
City State 














65 





























MAKE 
RESEARCH PAY 


Guides to effective control 
will ease management’s job 


ONE OF THE BIGGEST enigmas in 
management today is the adminis- 
tration of research. It probably will 
be an even bigger puzzler in the fu- 
ture unless each business can answer 
to its satisfaction these questions: 

What kind of research should be 
done? 

How can research be controlled 
and evaluated? 

How is it possible to get the most 
out of research? 

Not long ago, management looked 
somewhat askance at research, es- 
pecially basic experimenting. Pure 
research, the critics said facetiously, 
is “when you don’t know what you’re 
doing but can prove it won’t be use- 
ful.” The research expenditure was 
an impressive figure to have on the 
annual report, and those scientific 
fellows were quiet and hard-working 
enough if a bit peculiar, many man- 
agers thought. But does research 
produce results? they wondered. 

Now in the hard race to create new 








SUPERVISION IS 


products, improve old ones and find 
new and better ways of running all 
phases of organizations, most firms 
either perform or purchase some sort 
of research. And research has shown 
results in new products and process- 
es. Spending for business and indus- 
trial research and development will 
reach about $7 billion this year. By 
1960, this outlay is expected to climb 
to about $9 billion. 

Though research activities are re- 
ceiving increasing emphasis as a con- 
tinuing part of the job of keeping 
ahead of competition, at the same 
time research today is getting a cold 
eye from cost-conscious managers 
now tightening up on all operations. 
More and more energy is being ap- 
plied to answer questions about re- 
search. 

The Graduate School of Business 
and Public Administration at Cor- 
nell University recently devoted its 
tenth annual management confer- 
ence to some of the most important 











NATION’S BUSINESS-AUGUST 1958 


problems of administering research. 
The conference, run by the graduate 
students, drew managers, research 
directors, consultants and men from 
executive positions throughout in- 
dustry. The symposium came up 
with a number of ideas and guide- 
posts for solving industrial research 
management riddles. 


Kind of research 


Since management must approve 
and help select what and how much 
research will be done and by whom, 
managers must know what factors 
are involved in their own companies. 

Coordination of research projects 
with the company’s policies and 
goals is the obvious first consid- 
eration. Such factors as long range 
economic forecasts, competitive po- 
sition, company strengths and re- 
sources should be weighed. 

Research program objectives must 
be judged in three environments, ac- 
cording to Dr. Warren C. Lothrop, 
director of the research and develop- 
ment division of Arthur D. Little, 
Inc. In the cultural environment, it 
must be decided what contribution 
can and should be made. In the in- 
dustry environment, the competi- 
tion helps set the rules for product 
and process improvement. In the 
company environment, the nature of 
the management—authoritarian, pa- 
ternalistic, or enlightened—deter- 
mines the program. 

Irrespective of company size— 
notes Dr. J. A. Leermakers, assistant 
director of the Eastman Kodak Com- 
pany research laboratories, those 
responsible for screening the re- 
search and development programs 
must know the company’s manu- 
facturing facilities and _ financial 
resources. In addition, he adds, 
experience of the manufacturing 
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organization and ability of the sales 
organization must be considered in 
deciding on an area of new product 


Dodge Reports mean new construction business 





1 research. 

1 Many companies also require 

: written estimates from laboratory 

) directors as to commercial fruits re- 
search is expected to bear, costs of 

programs, and time involved. 


In brief, the major considerations, 
says A. E. Hayward, chief, Program 
Coordinating Office, Army Biolog- 
ical Warfare Laboratories, are to de- 
) termine the best set of projects you 
can investigate with your people 
and the resources under your broad 
goals and as quickly as possible. 

In determining priorities, said Mr. 
Hayward, his organization has ex- 
amined past projects and identified 
several categories of research. When 
a new program comes up, the possi 
bility of success, cost and time re- 
quirements can be measured against 
similar projects of the past. 

Whether a company will do re 
search itself or have it done on the 
outside by a research firm or by a 
school, is another important ques- 
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its own research if the research is 
continuing in nature, if it is directed | TH A N KS 
to recurring problems and if the | 
company is equipped. 

One-shot or special projects may 10 LIVE LEADS 
well be done on the outside. Strong @eovvce 


support favors the universities for - R OM D 0 D G You do your salesmen, 
pure research that is done outside your company and 


the company. Universities have sev yourself a real service 

eral scientific disciplines represented when you have Dodge Reports sent to your salesmen every day. That’s 

on their faculties. They have an at- because your salesmen can spend more time on live, active sales oppor- 

mosphere of freedom of thought and tunities when they use Dodge Reports. 

freedom from pressures of schedules Dodge tracks down these opportunities for them. Dodge makes sure 

and commercial application. these leads are timely, important, worth their attention. You know that 
Roughly five per cent of industrial from the beginning they know what’s happening, and where, in their 


research is basic or fundamental, Sonny. : ; 
though some companies devote more As a result, your salesmen spend less time chasing down idle rumors. 
They spend less time making fruitless, between-job solicitations. Dodge 
Reports are good insurance that these sales opportunities won’t be over- 
looked until it’s too late to act. And for you, Dodge Reports can also 
insure that you'll be able to follow up your salesmen as the planning and 
bidding progress, and even help them clinch the sale, if necessary. 
To find out how more than a thousand Dodge news gatherers can work 
for you, send today for the book, “Dodge Reports — How to use them 
effectively.” This book contains the Dodge Reports Specification Form, | 
which helps you select the service you need, in the area in which you 


investigation to this area. According 
to Dr. Ernest Weber, director of bio- 
chemical research and development, 
Charles Pfizer & Company, Inc., his 
scientists are allowed to spend up to 
15 per cent of their time in exploring | 
any ideas they may have. 
Close communication between the 


management and researchers as to operate, within 37 eastern states. 
methods and details of research pro- | 
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Controlling research 


“Industrial research is one of the 
most difficult of all activities to 
measure and control,” notes Dr. 
David A. Thomas, assistant dean of 
Cornell’s Graduate School of Busi- 
ness and Public Administration. It is | 
constantly changing and its prob- | 
lems range from trying to fix costs to | 
dealing with highly complicated per- | 
sonalities. | 
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But, just as management has care- 


meme eee we eee ee ee ee eer cera 





NATION’S BUSINESS-AUGUST 1958 67 








MAKE RESEARCH PAY continued 


Here are six points for evaluating the 


probable success of a research project 


fully kept tabs on production, sales 
and financial aspects of the business, 
it is now searching for accurate 
means to control research and de- 
velopment and evaluate its produc- 
tivity. 

As Dr. Leermakers points out, re- 
search usually can’t be judged in 
terms of a salable commodity until 
some years after the work has been 
started. Its assessment may be on the 
basis of importance of what is ex- 
plored and the potential value of 
successful programs to the company. 

Quantitative methods are used 
widely to help decide whether to 
start, continue or stop development 
projects. They include market sur- 
veys to indicate potential sales vol- 
ume and price along with cost esti- 
mates for manufacturing facilities, 
materials and labor. But these are at 
best good indications. More mystery 
envelops attempts to predict the 
cost and success of research into new 
fields. Judgment and intuitions play 
a big part here. 

Although he says no rules exist for 
measuring research exactly, Dr. 
Leermakers outlines six principles 
for setting up any system to evaluate 
R&D: 

1. Evaluation can be made fairly 
only in terms of assigned responsi- 
bility. Management must make clear 
what it expects of the laboratory. 
This assignment may change as a re- 
sult of research findings, competi- 
tion, the decision to diversify or 
some other policy shift. But, in any 
case, the research people should 
know what they are supposed to do. 

2. Any system of evaluation or 
measurement should be agreed on as 
workable and realistic by both man- 
agement and the research directors. 

3. Evaluation should be followed 
by action. Whether it is a decision to 
make a newly invented product or to 
give up a project that’s impractical. 

4. Evaluation should be on a con- 
tinuing basis. Drastic changes in a 
research operation are bad. It is in- 
efficient to add technical people 
faster than they can be absorbed and 
trained even if space is available. 
Sharp cutbacks are equally unde- 
sirable, experience has shown. The 
scientific staff becomes discouraged, 
disorganized and less effective. Also 
the reputation for instability may 
spread throughout the industry, and 
collective special knowledge lost in 
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retrenchments may take years to re- 
place. 

Systematic evaluation, Dr. Leer- 
makers stresses, gives the research 
director a chance to review with 
management his appraisal of the rel- 
ative importance of elements in the 
research program. Then staff and ef- 
fort can be switched into new areas 
and emphasis shifted to permit or- 
derly expansion and contraction. 

5. Evaluation should be made on 
the basis of both long and short- 
range objectives. A satisfactory ratio 
between the two elements of research 
would provide the products the busi- 
ness needs in the immediate years 
ahead as well as insuring its growth 
over the long run. 

6. Evaluation should consider in- 
tangible factors. These include main- 
taining a reservoir of knowledge and 


Turn back 


to page 34 if you 
missed reading “How 
to Enjoy Your Job.” 
In it, experts tell how 
getting more satisfac- 
tion out of work can 
help you get ahead 


talent that can be applied not only to 
research but also to other technical 
needs, such as in manufacturing, 
sales and management. The public 
relations value to the company of a 
research and development program 
in the scientific, commercial and fi- 
nancial world can’t be ignored 
either. 

As Dr. Leermakers notes, a well 
staffed Jaboratory under a capable 
director will always have more prob- 
lems it wants to investigate than 
there are funds available to pay for 
the work. Since other departments 
have suggestions and wants, the best 
determination must be made as to 
what is likely to pay off commer- 


cially. Research activity has to be 
judged as part of the company’s 
team operation. 

“A sort of shibboleth has grown 
up,” notes Estill I. Green, vice presi- 
dent of Bell Telephone Laboratories, 
“to the effect that organization 
charts inhibit creativity. ... All I can 
say is, experience teaches me other- 
wise.”’ A sound organization struc- 
ture, with responsibilities clearly 
defined, he maintains, is vital to re- 
search accomplishment. Each divi- 
sion and subdivision needs objectives 
spelled out. Even in basic research, 
the general field to be explored 
should be defined, he said. And in 
development for manufacturing, de- 
tailed plans designed to yield specific 
results are needed. 

Mr. Green says he takes with a 
large sprinkling of salt the argument 
that nonconformity leads to creativ- 
ity. Complete freedom for the re- 
searcher would lead to chaos, he 
says. The freedoms that are really 
important are these: Basic research 
should be free from development de- 
mands; and development programs 
should be free from researchers who 
try to hold on to pet projects. 

The Manhattan Project, which de- 
veloped the atomic bomb during 
World War II, was dramatic proof 
an organized research program could 
succeed under the pressures of time 
and with little interchange of ideas 
and knowledge of how each scien- 
tist’s work related to his colleagues’. 

Whether the theory and funda- 
mental research that led to the bomb 
could have been developed under 
this system of organization is an- 
other question. Certainly the applied 
research results were successful. 

Evaluating the results of research 
is largely a job of evaluating the 
people who do the research, Mr. 
Green contends. His organization 
has rating forms and rank order lists, 
he said, and makes various compari- 
son of individuals on the basis of in- 
dividual judgment, too. 

Prof. Earl Brooks of Cornell’s 
Graduate School, maintains that ob- 
jectives can be set, specific duties 
can be pinpointed for each job; that 
reports can be made on progress and 
performance in evaluating research 
people as well as other employes. 

Dr. Richard E. Humphreys, assist- 
ant director for technical develop- 
ment, Armour Research Foundation, 
says that a technical supervisor can 
best judge and evaluate the people 
under him on the basis of his own 
professional knowledge as well as his 
understanding of the job duties. 

One midwest company uses this 
system of upgrading: Each year it 
ranks all its R & D people and dis- 
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charges the bottom 10 per cent. Nor- 
mally employes welcome the firing 
of others who do not produce, but 
the midwest: company’s policy is 
generally regarded as drastic. 

Pittsburgh Coke & Chemical Com- 
pany uses a cost distribution tech- 
nique to dissect its research and de- 
velopment expenditures. This puts 
a price tag on specific exploratory 
work, says Robert Niblock, admin- 
istrative assistant to the director of 
research and development. 

The company lists costs such as 
labor, supplies, travel and so on for 
various categories, such as new prod- 
ucts and processes, improved prod- 
ucts and technical services to sales. 
Then each category is plotted on a 
graph to show cost and time spent 
on each. Specific costs can thus be 
compared visually and effectively. 
Costs are refigured monthly. 

Dr. Yale Brozen, professor of eco- 
nomics at University of Chicago’s 
School of Business, says the best way 
to control research is to pick the 
people who really want to do the 
kind of research that you want done. 
Through psychological screening, 
the employe can be matched to the 
job and the kind of supervision can 
better be matched to the employe. 


Getting the most from research 


To get the most from research you 
must mix the right combination of 
elements and blend in motivation of 
the researcher as a catalyst. Some of 
the elements are organization, super- 
vision, communication and facilities. 

Samuel Lenher, vice president of 
E. I. du Pont de Nemours & Com- 
pany, explained that in his organiza- 
tion, “We try to develop the admin- 
istration of research from within by 
evolution.”” The young people learn 
by exposure to their more experi- 
enced co-workers. And supervisors 
can appraise and maintain high 
standards because of their long-time 
knowledge of fellow scientists. Some 
43 of the 118 top positions in the 
company are held by men who began 
as research scientists. 

Du Pont encourages its research 
people to attend professional meet- 
ings and publish technical papers. 
It offers two ladders of advancement, 
one technical and one administra- 
tive. These are examples of opportu- 
nities offered in an effort to stimulate 
greater productivity. 

According to Bell Laboratories’ 
Mr. Green, a crucial part of produc- 
tive research environment is super- 
vision. A horizontal type of organi- 
zation structure, with as few vertical 
lines as possible, is best for good 
communications up and down. Se- 
lection and training of supervisors is 


extremely important, too. To be suc- 
cessful, he says, a technical super- 
visor must have a high degree of 
technical competence along with a 
skill in handling people. In addition 
he must be satisfied with the vicari- 
ous sense of achievement he gets 
through watching his subordinates’ 
progress. 

Long-range planning and budget- 
ing, even if it has to be revised fre- 
quently, has a good effect throughout 
the research organization, not only 
in setting goals and limits but in 
showing researchers that programs 
are based on definite projections and 
plans. 

Good modern facilities and instru- 
ments are necessary, just as adequate 
salary is a requirement, but intangi- 
ble elements in the research atmo- 
sphere are also considered of great 
importance in getting the most from 
researchers. The challenge to find 
the unknown plus recognition of the 
individual equals motivation of the 
research man—if it can be reduced 
to a formula. 

According to Robert Stolz, senior 
consultant, McKinsey & Company, 
Inc., “Many laboratories wouldn’t 
be in such desperate need for cre- 
ative talent today if they knew how 
to hold their people by filling their 
work with challenging problems 
where they can use their talents.” 

Some companies are building cen- 
tral research laboratories for long- 
range work. There the scientists can 
be isolated from pressures and poli- 
cies that apply to other personnel. 
Some companies at the same time 
are limiting the size of laboratories 
so that size and complexity of organ- 
ization don’t destroy the atmosphere 
of creativity. Other companies are 
making a drive to stamp out yes men 
and to encourage the individual with 
original thoughts. 

Too much freedom and special 
treatment can be a danger, however. 
Mr. Stolz tells of a motivation sur- 
vey made among chemists in a phar- 
maceutical laboratory who consist- 
ently said: “Make management 
leave us alone.” 

But when the records were checked 
it was found that the best discoveries 
were made when management kept 
the pressure on and demanded re- 
sults. Management can do this, says 
Mr. Stolz, by making the research 
man a part of the team and letting 
him in on what is expected. 

Probably the more basic the re- 
search, the less organization and 
pressure of commercial enterprise 
there should be. But as research 
moves to applied stages, more organ- 
ization, pressure and controls are 
necessary, it is generally agreed. END 
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What about the maintenance cost of 


TOWEL 
SERVICE? 


During a 16-day test, an Eastern 
university found that it cost 
only one-third as much to refill 
towel cabinets and dispose of 
waste with Turn-Towls as it did 
with a non-controlled type of 
towel service. And Turn-Towl 
service cut towel consumption 
by close to 50°. 


Write for name of your nearest 
Mosinee Turn-Towl distributor. 


BAY WEST 
PAPER CoO. 


1102 W. Mason St., Green Bay, Wis. 
Subsidiary of Mosinee Paper Mills Co. 










A POSTMAN'S 
REMARK ADDED 
$2,000 TO MY 
INCOME 


By a Wall Street Journal 
Subscriber 


I was chatting with the postman who de- 
livers my mail. He remarked that two 
families on his route who get The Wall 
Street Journal had recently moved into 
bigger houses. 

This started me thinking. I had heard 
that The Wall Street Journal helps people 
get ahead. “Is it really true?” I asked 
myself. “Can a newspaper help a man 
earn more money ?” 

Well, to make a long story short, I 
tried it and IT DID. Within a year I 
added $2,000 to my income. 

This story is typical. The Journal is a 
wonderful aid to men making $7,000 to 
$20,000 a year. It is valuable to the 
owner of a small business. It can be of 
priceless benefit to young men. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $20 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $6. Just send this 
ad with check for $6. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. NB-8 
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CONTROL 
YOUR OWN 
SUCCESS 


These four steps can help guide your destiny 


1 2 


Analyze yourself Appraise your 
future opportunities 





OF ALL THE UNCERTAINTIES that 
lie ahead of the business executive, 
probably the most intriguing for 
him is the question mark that hangs 
over his own career. Few men can 
forecast their advancement with 
precision. 

You can take much of the mys- 
tery out of the future, however, and 
better guide your destiny by follow- 
ing four steps: 
> Analyze yourself. 
> Appraise your future opportuni- 
ties. 
> Realize which elements you can 
control and which you can’t. 
> Formulate a plan of action. 

Effective career planning can fol- 
low this pattern. 


Analyze yourself 


One of the most difficult and most 
important functions in trying to de- 
sign your future is honest introspec- 
tion. You must analyze, preferably 
with professional psychological help, 
your wants as well as your capaci- 
ties and aptitudes. 

For the executive who has worked 
his way through an organization 
and is already expert in one or more 
skills, career analysis may seem to 
come too late. 

Yet many an executive, after 
thoughtful contemplation, concludes 
that—to move ahead in his com- 
pany—he must chart a new course, 
learn new skills, develop more 
breadth. Others may decide. they 
already have what they want. Ma- 
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Realize elements you 
can and cannot control 
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ture executives, out of habit, may 
have been striving to reach a higher 
rung on the organization ladder 
which only brings more responsibili- 
ties in new fields that do not interest 
them as much as their present 
duties. 

However, even the chief executive 
of an organization may be called on 
to decide where his future lies: with 
his company, with another company 
or organization, in government serv- 
ice, in teaching or in retirement, for 
example. 

Deciding what you want out of 
your job means deciding what you 
want out of life and which of these 
goals the job can provide. Consult- 
ants find that most businessmen list 
among the important desires and 
needs of life: respect from others, 
freedom from unwanted change, new 
knowledge and understanding, pow- 
er and authority, independence, self- 
expression and challenge. 

In our culture, the job is usually 
more important than family back- 
ground or social position in deter- 
mining an individual’s status. So 
most people seek work that satisfies 
some of the important life goals. 
Those who cannot meet their needs 
on the job must look elsewhere. The 
authoritarian who is granted no 
power in his job may boss his wife 
and children unmercifully. The 
prestige-hungry man may seek titled 
offices in social and civic organiza- 
tions, if his job doesn’t supply his 
needs. 

To be a successful executive, a 
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Formulate a 
plan of action 





man should have a need for power 
and authority as well as an ability 
to influence and convince others. 

When you decide whether you are 
getting what you want out of your 
job and what more you want, these 
desires must be modified by your 
ability to achieve these goals. 

Your job experience so far prob- 
ably has pointed up your major 
strengths and weaknesses. You have 
some idea of your abilities and ca- 
pacities as well as your personality 
traits. If you don’t, psychological 
tests can give you some guidance as 
to your interests, aptitudes, intelli- 
gence and personality. Our knowl- 
edge is far from complete in these 
areas. For instance, a group of five 
highly intelligent men might possess 
entirely different talents. There 
seems to be no family of aptitudes 
common to intelligence. But psy- 
chological tests are useful. 

A self-appraisal of past accom- 
plishments and interests and a 
breakdown of the skills involved in 
repeated achievements can give some 
indication of future potential, too. 

The ability to get along with peo- 
ple and get things done through 
people is a most important aptitude 
for managers. It’s thought more im- 
portant than mental ability, experi- 
ence, and drive. At least this was ex- 
pressed recently by a group of execu- 
tives, psychologists and consultants 
in a week-long seminar on profes- 
sional self-development. Brought to- 
gether by the American Manage- 
ment Association, the group pon- 
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dered such problems as: fitting 
managers for responsibility, deter- 
mining what you want from a job, 
finding the right spot in an organi- 
zation, and analyzing your capacity. 
In addition to being knowledge- 
able in how people behave, several 
other qualities, it is widely agreed, 
are found among effective execu- 
tives. Prof. Chris Argyris of Yale 
University lists them as: 
> The ability to work under frus- 
trating or high-pressure circum- 
stances. 


> The patience to allow their deci- 
sions to be analyzed or pulled apart 
without feeling hurt. 

> The talent to examine themselves 
and their errors without becoming 
upset. 

>» The capacity to accept competi- 
tion without feeling threatened. 


> The ability to criticize without 
running wild and to take both vic- 
tory or defeat with emotions kept 
under control. 


Appraise future opportunities 


Whether your goal is to hold your 
present position or move on to an- 
other post, a number of factors must 
be considered. How effective is your 
performance? How good are your 
personal relationships with your sub- 
ordinates, your peers and your su- 
periors? What are your own work 
characteristics and habits? How 
might your current job change or be 
expanded? 

If your aim is to move ahead to 
new responsibilities and authority, 
you can draw up an informal organ- 
ization chart listing the men over 
you and their qualifications, age 
and potential for advancement. You 
would also list your fellow competi- 
tors with their qualifications for ad- 
vancement to see how you stack up 
against them. Often this organiza- 
tion chart you construct on the basis 
of your knowledge of personalities 
and politics will be more realistic 
and revealing than the actual formal 
organization structure of your com- 
pany. 

In appraising your future oppor- 
tunities, you should know all that 
you can about the duties involved 
in a job you might take over. This 
seems obvious. But many a man- 
ager, after he is promoted, finds that 
his new position includes functions 
not apparent from the outside. They 
may call for adjustments in work 
habits, new knowledge or great pa- 
tience in dealing with conflicting 
personalities. 

Note the case of the manager who 
became assistant to the president of 

(continued on page 77) 
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NYL-A-PLAN 


New York Life’s 
insurance service for firms 
with 5 or more employees 


Nyl-A-Plan offers your employees 
the convenience of paying their insur- 
ance premiums through payroll de- 
ductions with savings to them averag- 
ing 334% over regular individual 
monthly rates. 


In addition, the services of our trained 
representative are available to ex- 
plain to your employees the value 
of the benefits you provide—empha- 
sizing how much of their cost you pay. 
He can help each employee properly 
integrate company and personal in- 
surance plans. And any new personal 
insurance needed can be bought at 
the lower Nyl-A-Plan rates. 


Nyl-A-Plan can help you hold key 
personnel, boost morale and efficiency 
—all at practically no cost to you. 
For a free booklet that tells you how 
your company and its employees can 
benefit by installing Nyl-A-Plan, 
write to the address below. 


NEW YORK LIFE 


INSURANCE Gye COMPANY 


51 Madison Avenue, New York 10, N. Y. 


(In Canada: 320 Bay. Street, Toronto, Ontario) 


Life Insurance e Group Insurance 
Annuities 


Accident & Sickness Insurance « Pension Plans 
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Executive 
Trends 


Tomorrow’s executive: man of the hour? 

From many quarters comes evidence that the businessman is ac- 
quiring a new social importance with far-reaching implications for 
the future. 

Dr. Eugene E. Jennings, associate professor of business adminis- 
tration at Michigan State University, says that ‘“‘in time American 
citizens will become as conscious of those few men who run our 
business system as they now are of those people who run our 
political system.” 

One reason for this is the growing recognition that the corpora- 
tion exercises a profound influence on the total character of Ameri- 
can life. Executive decisions, one management authority said 
recently, can no longer be looked upon as internal management 
problems only. Why not? Because these decisions are crucial to our 
social, political and psychological well*being as a people. 

Conscious of the broadening responsibility of their top men, 
more and more companies are exposing their executives to outside 
training which seeks to expand an individual’s social and cultural 
perspective, rather than increase his specific managerial skills. 

P At Hamilton, N. Y., this month 15 company presidents will meet under 
American Management Association auspices to discuss the business execu- 
tive’s expanding social status. They’ll consider his role as a leader in the 


forming of public opinion, his duties as a citizen, all facets of his lite which 
lie outside the area of business management itself. 


Business questions value of training 


A recent personnel conference had as its theme, “Executive De- 
velopment Re-examined: Can we distinguish fact from fiction?” 

Discussion was spirited, reflecting industry and government’s 
growing desire to test the worth of programs for developing ex- 
ecutives. One major manufacturing company is spending more than 
$1 million this year to find the answer to this question and to 
acquire a perceptive over-view of all current efforts in the develop- 
ment of executive talent. 

The discussion turned to generalists and specialists. George Wat- 
kins, vice president of the Container Corporation of America, 
warned that the increasing “atomization” of manpower in industry 
—through specialization—will make the future demand for good 
generalists acute. 
> Mr. Watkins told how a large midwestern company had analyzed its 
executives, their traits and skills, all the way back to the company’s birth. 
The aim was to see who did best. The study showed, Mr. Watkins says, that 
it was a rare specialist who became a good top administrator. 
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Ways to get more from your sales effort 


The average salesman uses only about 500 of his 2,000 work hours 
each year in actual selling. 

That’s the conclusion reached by Dr. James H. Davis, professor 
of business organization at Ohio State University, after statistical 
analysis of the way in which salesmen spend their time. 

Dr. Davis says good salesmen increase their personal produc- 
tivity by cutting down nonessential sales activities, making more 
attempts to sell (by mentioning more items per call and more 
reasons to buy), by planning their sales trips scientifically, and by 
spending less time with poor customers, more time with good ones. 
» Haphazard routing of the salesman’s trips is one of the biggest drains 
on sales efficiency, according to Dr. Davis. Symptoms of this are needless 
back-tracking and too many trips trom the field to the office. Another time 
waster: driving out of your way to stay in a city overnight instead of in 
a small town. For other tips on selling see page 32. 


New slant on morale 


It’s a rare business administrator today who doesn’t find much of 
his time spent on the problem of employe morale. 

Many companies make periodic studies—usually with the aid of 
outside specialists—of the morale level in their organizations, 
where morale is weak, where it needs improvement. 

Howard S. Bretsch, professor of educational administration at 
the University of Michigan, believes 10 factors insure high morale 
in an individual. 

Chief among these are—1, that the employe know what’s going 
on in the organization that affects him, 2, that he have an oppor- 
tunity to participate, to feel that he belongs. 
> Other important morale builders are these: that the worker feel that he 
has mastered some. skill essential to the organization’s total endeavor; that 
he feel he is being heard; that he know that channels exist through which 


he can voice his grievances, and that the worker feel that the company is 
making a genuine effort to reduce his frustrations to a minimum. 


Debate over brainstorming rages on 


Few techniques have generated as much discussion in business 
management in recent years as that known popularly as “brain- 
storming,” “group ideation.” 

But where once its virtues went almost unchallenged, the tech- 
nique now is running into stiffening opposition. 

A recent meeting of training directors in Washington featured 
impromptu debate on the effectiveness of brainstorming. 

“We got 99 ideas in an hour,” said one executive, “and none of 
them turned out to be any good.” 

Other training officials, however, held that brainstorming en- 
courages a healthy atmosphere of permissiveness if it is practiced 
throughout an organization. 

P One executive stated that the key to a successful brainstorming session 
is to keep management strictly out of it. Another urged that one man— 
someone well versed in the subject to be brainstormed—guide the idea flow. 
A general reaction of men favorable to the technique was that brainstorm- 


ing is a useful thing—if you want to permit personnel a release for their 
inhibitions and a deeper feeling of participation in organization affairs. 
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NOW... 
MAJOR MEDICAL 
INSURANCE 


is included in 
NEW YORK LIFES 


EMPLOYEE 
PROTECTION PLAN 


Designed for firms 
with 5 or more 
mene 









MEDICAL CARE BENEFITS in New York 
Life’s Employee Protection Plan can now, 
in most states, include Major Medical In- 
surance to help provide financial aid when 
very serious illness or injury strikes. Sup- 
plements basic benefits that help meet 
hospital, medical and surgical expenses 
due to non-occupational accidents or 
sickness. Several benefit schedules avail- 
able for insured employer, employees and 
their dependents. 


Plan also provides 
employer and employees with 
these modern benefits... 


LIFE INSURANCE payable at death to 
beneficiary. Accidental death benefit op- 
tional. 


WEEKLY INDEMNITY BENEFIT payable 
for total disability due to non-occupa- 
tional accident or sickness. Different 
amounts and benefit periods available. 


NEW YORK LIFE can design an Em- 
ployee Protection Plan based on all or a 
combination of these benefits to fit your 
company’s needs. Ask your New York 
Life agent for facts now or write to ad- 
dress below. 


Individual policies or a group contract 
may be available, depending upon number 
of employees and applicable state law. 


NEW YORK LIFE 


INSURANCE COMPANY 
51 Madison Avenue, New York 10, N. Y. 
(In Canada: 320 Bay Street, Toronto, Ontario) 


A Mutual Company wlio Founded in 1845 


The New York Life Agent in 
Your Community is a Good Man to Know 
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management set about programing itself out of the 
predicament. 

“What is our philosophy of business?” the company 
asked itself. 

One answer was: “Serving the textile industry.” 

Along this line of thinking, one attractive course of 
action opened up: continuing to serve the textile in- 
dustry by making chemicals for it. 

But then as management analyzed further, it real- 
ized that the company had developed a skill in 
making machinery for intricate mechanical processes, 
constantly making these processes more automatic for 
greater and greater saving of labor. There must be a 
place for this elsewhere 

“How can we apply this skill?” company officials 
asked themselves. 

An industrial survey resulted in a decision to go 
into packaging machinery. Referring to these moves, 
Frederic W. Howe, Jr., president of the company, 
reported recently: 

“More than $1.5 million has been contributed from 
that source to net earnings since diversification started 
nearly four years ago.” 

This amount is approximately equal to the com- 
pany’s dividend payments in the past four years. 


Scope and pattern of future operations: At this 
point, a company has already figured: How much 
business it wants; where its strengths lie, where its 
limitations are. 
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Against the background of what’s going on in the 
fields which have been examined, it can assay the new 
conditions which will affect the nature of the business 
and provide an opportunity to get into related fields 
where it is not already operating. It is ready to branch 
out in ever widening circles as necessary until it gets 
the best balance between compatibility and attractive 
ness of opportunity. This is the point where it has to 
overcome its limitations and take advantage of its 
strengths. 

Such a general process can permit a company such 
as General Dynamics Corporation to decide to 
broaden out its status as a submarine builder—it was 
the Electric Boat Company—and become a defense 
complex, making a rounded line of products for the 
military: aircraft, electronic equipment rocket fuels 
and other things. It could have gone solely into con- 
ventional shipbuilding and become a different type of 
company. 


Product or services programing 


At this point, phase one has begun to emerge into 
phase two, which begins with product planning and 
programing. Once a company decides to add new 
products, it can acquire them by three courses of 
action: 

1. Internal product development. 

2. Acquisition of the company that makes them. 

3. Joint venture with another partner to pool re- 
sources. 

In the first category, an example is the Fostoria 
Glass Company, which decided to go into the manu- 
facture of a special-material dinnerware and designed 
its own line after debating and discarding the ac- 
quisition of another company. 

In the second category, Crompton and Knowles, 
after deciding to go into the packaging field, chose to 
acquire the equipment and know-how by buying three 
other companies. 

Litton Industries, Inc., manufacturers of electronic 
components, provides an example of the steps a com- 
pany goes through in making long-term strategic prod- 
uct-planning moves to capitalize on the evolving 
structure of its industry. As its president, Charles B. 
(Tex) Thornton, described it: 

“We attempted to visualize what our company 
would be like in 1965. To do that, we had to visualize 
what the industry would be like, what its markets 
would be, what markets would expand, what others 
contract, and what factors in timing would be im- 
portant with respect to entering these markets.” 

As they sized it up, the Litton people felt they were 
in an industry—electronic components—which might 
merge into electronics-consuming industries such as 
radar, TV, instruments, controls, and so forth. 

“When we analyzed what we thought would be the 
future markets in electronics, one that seemed attrac- 
tive to us was the business machines market,” says 
Mr. Thornton. “Business machines are, after all, fig- 
uring machines or computers. While it is true that it is 
cheaper to make electromechanical calculating ma- 
chines today than electronic computers, we are certain 
that, in the future, the heart of the computational 
business will be electronic. 

“With this kind of reasoning behind us, we took a 
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subjective look at the Monroe Calculating Machine 
Company. It had an excellent name. It was seeking 
the proficiency in advanced computer techniques that 
we had already developed. At the same time, Monroe 
had a keen appreciation of the requirements for bring- 
ing these new techniques to the market—with a world- 
wide marketing organization consisting of more than 
350 company-owned sales and service branches in the 
United States and abroad. There were other reasons 
which brought us together, but the ones I have re- 
viewed constituted the basic motive behind our Mon- 
roe acquisition.” : 

Note the processes he went through: 

1. Exploration of the long-term markets for his in- 
dustry. (Electronic components. ) 

2. Evaluation of business machines as desirable. 

3. Analysis of Litton strengths in computer tech- 
niques. 

4. Analysis of companies in the industry—Monroe 
having the marketing strength; Litton the technical 
skills. 

5. Decision to combine highly compatible elements. 


Programing of company functions 


New products and new fields of action chosen, the 
forward planning enters the third phase where all ele- 
ments of the program are consolidated into an over- 
all company plan. If the company is multidivisional, 
this is the point where the divisional plans are sub- 


Overcome 
limitations and 
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of strengths 
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mitted to a central planning staff and pulled together 
in a company total. 

In general, a long-range plan at this stage—say, for 
a period of five years—will include five basic elements: 

1. Sales and profit forecasts for all (new and exist- 
ing) products by years. including market research 
and market analysis. 

2. Planning of facilities necessary to produce these 
sales volumes. 

3. Setting up divisional and corporate organizations 
necessary for enlarged requirements and providing for 
people to staff them. 

4. Making financial arrangements to cover capital 
investment and supply working capital for the next 
five years. 

5. Planning for other functions, such as research 
and development, marketing, purchasing, etc. 

This is the procedure followed by the Chain Belt 
Company. Chain Belt is a capital goods manufacturer 
making concrete mixing and placing equipment, mate- 
rials handling machinery, waste disposal and power 
transmission equipment. In planning, Chain Belt 
establishes forecasts in 59 product lines. 

Plans of the company’s 10 divisions are submitted 
on a certain day each year to its central planning de- 
partment. By this means, the company is able to re- 
view its five-year plan once each year, adding a year 
each time. In this way, management can keep up- 
dating and in effect maintain a moving or continuous 
five-year forecasting and planning process. 

Since the last three of the four basic elements con- 
sidered—facilities, organization and finances—gen- 
erally flow from sales volume, this is the starting 
point: sales volume forecasts for five years. 

Sales volumes involve considerations of productive 
capacity so the figures must next be analyzed from 
the standpoint of need for facilities over the five-year 
period. Then, on the central corporate staff, the vice 
president in charge of manufacturing confers with the 
divisions, and a facility or capital plant and equip- 
ment program is worked out—timed by years. 

Each division manager has already reviewed his 
existing organization and, in the light of the five-year 
sales volume forecasts, has constructed an idealized 
organization chart for five years hence, showing new 
jobs that may have to be created, as well as possible 
realignments in organization structure. 

These charts are then amalgamated into an over-all 
company plan. 

One of the major phases of organization planning 
is to project the size of the field sales force to produce 
the forecasted volume. 

If sales volume is to be increased, it is important 
to recognize future needs for increases in the sales 
force so that the men can be recruited, trained and 
worked into the organization. 

The company finds that five years is none too long 
to look ahead in the development of engineering pro- 
ficiency. This phase of the plan then serves as a guide 
in the current recruitment of college graduates. 

“This question of future organization requirements 
was dramatized in a rather interesting manner at the 
divisional managers’ review of our first formalized 
plan,” says L. B. McKnight, chairman of Chain Belt. 
“Every division manager keenly felt and expressed 
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the future need for sales engineers, design engineers, 
supervisors and other managerial personnel. 

“Tf this is where we’re going,’ one of them said, 
‘where are we going to get the men to sell and engineer 
and manage all this?’ 

“Then and there, we decided that the next spring 
Chain Belt would seek to hire the largest class of col- 
lege graduates for the student training program that 
we had ever had. When spring rolled around, we did 
just that.” 

Even more important at this stage is the compila- 
tion of an inventory of what talents are in the com- 
pany for expanded operations and an appraisal of the 
training that each individual needs to take over new 
units or functions. The next step is to provide that 
training. 

The financial element of a long-range plan likewise 
develops from the sales volume forecasts and from the 





capital requirements set out in the facilities plan. 
Pro forma company profit and loss statements and 
balance sheets can be checked out to general ob- 
jective ratios for return on sales, return on investment, 
earnings per share and dividends. Similarly, future 
needs for money can be shown. Working money needs 
out ahead of time gives the company a flexibility and 
ability to move promptly when special opportunities 
present themselves and when the money market is 
favorable. 
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Corollary company plans also evolve in the course 
of the long-range programing: for research and de- 
velopment, purchasing and other departments which 
by their nature need to work far in advance. 


Executing these programs 


At Chain Belt, all the various elements of the five- 
year plan are assembled in a 15-page summary which 
serves as a running guide to management. 

“Probably the greatest value in this sort of ap- 
proach,” says Arthur J. Frank, the company’s plan- 
ning manager, “is the discipline we put ourselves 
through in conducting a formalized exercise like this.” 

In the experience of companies that have done it, 
long-range planning has these advantages: 


1. It guides management in conforming everyday 
company decision and action to over-all company 
philosophy and objective. 


2. It provides a framework for the chief executive 
in planning the company’s future. 


3. It provides a guide for addition or deletion of 
products. 


4. It guides personnel recruitment, training and de- 
velopment. 


5. It serves as a background for financial control. 


6. It serves as a morale builder for the younger 
management group. 


7. It develops the habit of organized thinking and 
planning at all levels of management. 


“A long-range plan is only as good as its execution,” 
says Harry Beggs, a partner in Cresap, McCormick 
and Paget, management consultants. “I’ve seen many 
a long-range plan that didn’t work because it didn’t 
establish controls that would give operating personnel 
the kind of data they needed to implement their 
standards and maintain flexibility. 

“You must know at all times how your predictions 
are coming out. You must know the dollars and cents 
effects on profits that are due to variations from these 
predictions.”’ 

Through a properly constructed plan, operating 
managers down the line are provided with data which 
give them an understanding of how each manager’s 
current operations tie in with continuing profit and 
growth. 

This gives them a basis for appraising their own 
job progress. 

Department heads review the annual budget each 
quarter to check on the planned course of sales, share 
of the market, profit returns and other key indicators. 
Then, they tie their short-range plans to the future 
corporate program. 

Finally, they review the long-term budget each year 
to see what progress each division and the company 
is making toward their eventual goals. 

—PHILIP GUSTAFSON 





REPRINTS of “Plan Tomorrow’s Profits” may be 
obtained for 15 cents a copy or $10.15 per 100 post- 
paid from Nation’s Business, 1615 H Street, N. W.., 
Washington 6, D. C. Please enclose remittance. 





NATION’S BUSINESS-AUGUST 1958 

















CONTROL YOUR SUCCESS continued from page 71 


Mileposts on your road to success 


can be formed as a series of goals 


his firm. He was in the new job a 
month before he learned he would 
take over a number of minor speak- 
ing assignments in remote cities 
which the president didn’t want to 
accept. Or note the new department 
head who found in his new assign- 
ment that he would have to work 
regularly on a small committee 
headed by an arch enemy. 

Since your advancement in your 
company is frequently related to 
company growth, an estimate of 
growth potential in your industry 
and a knowledge of competition and 
economic trends is valuable. 

In sizing up your opportunities 
for advancement it would pay to 
find out what program exists within 
your organization for developing 
managers. Are there formal devel- 
opment or training devices, such as 
seminars or courses, offered in or 
outside the company? Is affiliation 
with professional associations or so- 
cieties encouraged? Is there accu- 
rate job description and job evalua- 
tion? Is there job rotation to in- 
crease experience? Do managers 
have an opportunity to follow 
through on their ideas and learn 
through their own mistakes? 

Another obviously important con- 
sideration to managers is compensa- 
tion. Exact salary and bonus figures 
for executive positions aren’t always 
easy to find out. But information on 
the forms of compensation at various 
levels on the executive scale and 
pay ranges is usually available. Size 
of an organization, the intensity of 
competition in the industry, per- 
formance of the company and the 
extent of governmental regulation 
as well as executive supply and de- 
mand, determine the size of salaries. 


Elements of control 


Some personnel people feel that 
man is the prisoner of his past ex- 
periences and that his pattern of de- 
velopment is established early. 
Others feel that an individual has 
the capacity to develop to an un- 
limited degree, that his abilities will 
increase with his drive to build 
them. Certainly our talents and 
energy are limited to some extent 
by the time and environment in 
which they can be used. 

No matter how effective you seem 
to be in your job, your success and 
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progress ultimately are determined 
by your boss according to his own 
method of evaluation. He may be 
helped in this evaluation by recom- 
mendations and opinions from col- 
leagues and’ by ratings and tests. 
But the decision as to your advance- 
ment is largely up to him. 
Subjective appraisals of person- 
nel based on personalities and poli- 
tics have caused many a manager to 
leave an organization. Politics is 
inevitable in many organizations 
and some persons will move ahead 
on a basis other than by their pro- 
fessional merit. Understanding per- 
sonalities and politics and operat- 
ing within this framework is usu- 
ally necessary. Playing politics and 


Tomorrow’s Profits 


If you expect your 
business to survive and 
grow, you’ll find value 
in reading how top 
management makes 
planning pay off. See 
“Plan Tomorrow’s 
Profits,” beginning 

on page 29 


engaging in cutthroat operations 
could be a means for progressing 
quickly for a short time. But man- 
agement usually ferrets out and 
deals with the man without merit or 
who advances at the expense of 
others. As one manager in the air- 
craft industry puts it: “When some- 
body tries to put the shaft in my de- 
partment, we turn the other cheek. 
We’ve found that management even- 
tually catches up with these people.” 

If the feelings of your superiors 
and the political priorities in your 
organization are difficult to control 
or even understand, so also are eco- 
nomic and technological develop- 
ments that may affect your industry 
and your own job. 





You do have some control over 
your future as far as what experi- 
ence and training you acquire, how 
well you choose to apply it and 
where you use it. 


Formulate a plan 


Once you have analyzed yourself, 
decided on your goals, appraised 
your ability and potential and esti- 
mated the opportunities which seem 
best to match your abilities and in- 
terests, you can start moving in the 
direction of these goals. You can 
even set yearly or five-year bench- 
marks or subgoals along the way to 
the ultimate goal. 

If you expect to make a success 
of being an executive, you probably 
like to do these activities which sur- 
veys show that managers like most: 

Direct things, engage in many 
and varied activities, accept chal- 
lenges, solve problems and make de- 
cisions. 

“Let your light so shine before 
men that they may see your good 
works” is sound advice to those 
who want to get ahead. Your good 
works can be brought to the atten- 
tion of your superiors in a number 
of ways. First you should become 
highly qualified in all areas of your 
present position. You should make 
sure you qualify for a higher posi- 
tion if you expect to win promotion. 
You should demonstrate an under- 
standing of higher responsibility, a 
willingness to undertake it and win 
some acceptance by the people with 
whom you must deal. 

You can offer suggestions and 
ideas for new programs that antici- 
pate new trends and developments. 
You can expand your job horizon- 
tally to enlarge your specific duties. 
You can study your immediate su- 
perior and how he operates. You can 
develop one or more understudies 
who can replace you if you are 
picked for promotion. You can take 
advantage of every opportunity to 
increase your knowledge and ex- 
perience where it will help you in 
your career. 

Finaily, you should make sure 
your work goals are consistent with 
your life goals because this will 
make your work all the more enjoy- 
able and satisfying. If you can suc- 
ceed in doing this, you will have 
become eminently successful, even 
apart from the heights you may 
reach on the executive pyramid. END 





REPRINTS of “Control Your Own 
Success” may be obtained for 10 
cents a copy or $6.75 per 100 post- 
paid from Nation’s Business, 1615 H 
St. N. W., Washington 6, D. C. 
Please enclose remittance with order. 
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More than 800 business leaders serve 
voluntarily without pay on National 
Chamber committees. Approximately 30 
committees are active at all times. The men 
whose pictures are shown here are the 
committee chairmen for 1958-’59. 

Each committee represents a particular 
segment of the economy, or a special phase 
of the Chamber’s work. 

These committees keep the Chamber up to 
the minute on trends and developments. 
They meet frequently, study national 
issues, analyze existing and potential 
problems affecting the economy. 

Out of their studies come proposals for 


policy declarations to be voted on by the 


Chamber’s membership. Out of their 
studies also come ideas and suggestions for 
new Chamber projects and activities. 

For information about what the Chamber 
is accomplishing these days for the good 
of business, and for the greater good of 
all, write for a free copy of our progress 
report, “The Work of the National 
Chamber.” 


CHAMBER OF COMMERCE OF 
THE UNITED STATES 
Washington 6, D. C. 


Jack H. Abernathy 


Vice President 

Big Chief 

Drilling Company 
Oklahoma City, Okla. 


COMMERCIAL USES 
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A. Boyd Campbell 


Chairman of the Board 
Mississippi School 
Supply Company 
Jackson, Miss. 


EXECUTIVE 


Mortimer E. 
Sprague 


Vice President 

The Home Insurance 
Company 

New York, N. Y. 


INSURANCE 


Glenwood J, 
Sherrard 


President 
G. J. Sherrard Company 
Boston, Mass. 


NATIONAL 
DEFENSE 


W. B. Camp 


President 
W. B. Camp & Sons 
Bakersfield, Calif. 


AGRICULTURE 


Fred 1. Rowe 


General Manager 

W. L. Johnson 
Construction Company 
Columbus, Ohio 


CONSTRUCTION AND 
CIVIC BEVELOPMENT 


Archie K. Davis 


Chairman of the Board 
Wachovia Bank 

& Trust Company 
Winston-Salem, N. Car. 


FINANCE 


Raymond H. Nichols — 


Publisher and Editor 
The Vernon Daily Record 
Vernon, Texas 


LABOR 
RELATIONS 


David L. Francis 


President 

Princess Elkhorn 
Coal Company 
Huntington, West Va. 


NATURAL 
RESOURCES 
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H. Bruce Palmer 


President 

The Mutual Benefit 

Life Insurance Company 
Newark, N. J. 


ASSOCIATION 


George Hansen 


President 
Conrad & Chandler, Inc. 
Boston, Mass. 


DOMESTIC 
DISTRIBUTION 


Richard L. Bowditch 


Chairman of the Board 
C. H. Sprague 

& Son Company 
Boston, Mass. 


FOREIGN 
COMMERCE 


Roy C. Ingersoll 


Chairman of the Board 
Borg-Warner Corporation 
Chicago, III 


MANUFACTURE 


Gus S. Wortham 


President 
American General 
Insurance Company 
Houston, Texas 


POLICY 


Clarke Bassett 


Senior Vice President 
First National Bank 
of Minneapolis 
Minneapolis, Minn. 


BUDGET AND AUDIT 


Harry A. Bullis 


Chairman of the Board 
General Mills, 
Incorporated 
Minneapolis, Minn. 


ECONOMIC 
POLICY 


Erwin D. Canham 


Editor 

The Christian 
Science Monitor 
Boston, Mass. 


FOREIGN 
POLICY 


Arthur H. Motley 


President 

Parade Publications, 
Inc. 

New York, N. Y. 


MEMBERSHIP 


Charles B. Mahin 


MacLeish, Spray, 
Price and Underwood 
Chicago, Ill. 


SECONDARY 
BOYCOTTS 


John Paul Lucas, Jr. 


Vice President 
Duke Power Company 
Charlotte, N.C. 


BUSINESS 
RELATIONS 


Allen D. Marshall 


Vice President 
General Dynamics 
Corporation 

New York, N. Y. 


ECONOMIC 
SECURITY 


1. F. Betts 


President 

The American Nationa! 
Bank of Beaumont 
Beaumont, Texas 


GOVERNMENT 
EXPENDITURES 


Franklin P. Williams 


President 
S. S. Kresge Company 
Detroit, Mich. 


METROPOLITAN 
GROWTH 


Joel Barlow 


Partner 

Covington and 
Burling 
Washington, D.C. 


TAXATION 


H. Ladd Plumley 


President 

State Mutual Life 
Assurance 

Company of America 
Worcester, Mass. 
U.S. SECTION— 
CANADA. 
UNITED STATES 


Thomas A. 
Ballantine 


President 

Louisville Taxicab 

& Transfer Company 
Louisville, Ky. 


EDUCATION 


Richard P. White 


Executive Vice Presiden 
American Association 
of Nurserymen, Inc. 
Washington, D. C. 
BOARD OF REGEN 
OF THE INSTITUT 
FOR ORGANIZATI( 
MANAGEMENT 


Louis B. Lundborg 


Vice President 
Bank of America 
San Francisco, Calif. 


U.S. SECTION— 
MEXICO- 
UNITED STATES 


Walter F. Carey 


President 
Automobile Carriers, 
Inc. 

Flint, Mich. 
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Make 






everybody's job 
a Challenge 


7 practical considerations help to 


keep workers happy and effective 


ONE OF THE BEST KEPT secrets in all management 
enterprise today is what is happening to men in middle 
management. Top executives are willing to swap infor- 
mation on their cost-cutting measures, labor relations, 
market research techniques, automation, the troubles 
encountered in mergers and other common interests. 
But a zone of silence surrounds the middle managers. 

Back of this silence a crisis is brewing. 

Middle-managers have become the forgotten, neg- 
lected men of business and industry. They have been 
by-passed, uninvited, cut off from the vital affairs of 
the company, at times maligned. 

Unless we overcome our preoccupation with job sat- 
isfactions for blue-collar workers, clerks, typists and 
stenographers, long enough to probe what life is like 
among the middle managers, we are going to be mak- 
ing inadequate use of the kind of seasoned, hard-to- 
find manpower that companies need if they are to ex- 
pand, diversify, decentralize, develop and market new 
products and make other breakthroughs to rise above 
the competition. 

If we maintain the present attitude of going through 
the motions of having middle managers believe they 
are in the management partnership but at the same 
time cut them off from policy background, communica- 
tion, management participation, authority and deci- 
sions, we can expect one of three results: 
> Minimum output, mediocre performance. 
> Resignations in droves for positions elsewhere. 


> Resentful, embittered employes who have not 
realized their ambitions. 

The problem is complex. There just isn’t room at the 
top for all middle managers. Most of them will prob- 
ably not rise much beyond their present levels despite 
additional experience and participation in training 
programs. Yet we live under a cult of success which re- 
gards a man as an also-ran, a nonpromotable, a failure 
if he does not make the front office executive ranks. 
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This leaves many men in the middle management 
levels with a wounded human psyche from which it is 
not easy to recover. 

What is needed here is not soft paternalism, social 
workers or chaplains. If we are to tap the vast fund of 
available manpower right within our companies we 
need, in addition to recognizing the underpinning to 
the problem: 

1. A new concept of what constitutes managerial 
success—one which will relieve us of the Horatio Alger 
climb-to-the-top-rung-of-the-ladder doctrine, and make 
it clear that certain kinds of achievement within the 
middle management level are of themselves success of 
a high order. 

2. A meaningful, productive, and dignified place in 
the organization despite the fact that one’s prospects 
for promotion may be slim—and to reinforce this 
through better and more active personal relationship 
between the middle manager, his boss, and his boss’s 
boss. 

3. More realistic judging of middle managers. The 
personnel department can do our bookkeeping but it 
cannot do our work. In the long run management must 
use its own judgment in assessing the middle manager 
and his performance. It cannot default its prime re- 
sponsibility for talking things over and providing per- 
sonalized executive coaching which is due the middle 
manager. 

4. A salary administration scheme which is realistic 
in holding competent middle managers who are gen- 
erally in the middle income group and must maintain 
certain economic standards in their communities and 
in representing their executive echelon. 

5. An understanding of middle management as a 
way of life with its own values, pride in technical com- 
petency and carry-through of policies, standards, be- 
liefs, reconciliations, anxieties, struggles, sense of 
achievement, symbols of recognition, informal cliques, 
outlook on life, perceptions, and many other intangi- 
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oles. We can do a better job of understanding, assess- 
ing, and motivating middle managers once we know 
better what makes them tick. 

6. Equity and opportunity to share in the affairs of 
the business, the matter of promotability or nonpro- 
motability notwithstanding, if we mean what we preach 
about participation and consultative management. 

7. Re-examination of our business organizations to 
see where we can reinforce middle managers’ knowl- 
edge, technical competence and experience with clear 
organizational authority that is commensurate with 
their responsibilities as managers. 

This is not a plea for the middle manager who does 
not measure up after a reasonable period in which 
there are plenty of opportunities; nor for the man who 
has been misplaced; nor for him who has developed 
poor attitudes and poor work habits and has taken 
to ill-advised escapes after 5 p.m. Neither is it a plea 
for the crown prince who has been moved up too high, 
too fast, and is now unable to measure up to predic- 
tions. 

The case before us is the middle manager who, pro- 
motable or nonpromotable, turns in a satisfactory per- 
formance on the job daily. He can probably improve 
his performance to a considerable extent and still has 
some 15 to 20 years ahead in productive and valuable 
service for the company. How do we recharge his bat- 
tery so that we get more performance and more mile- 
age from him—and the thousands like him in com- 
panies throughout the nation? 

For lack of a more precise definition, the middle 
management people we are talking about fall between 
the policy-making level and operative supervision. 
They are expected to translate general policies and 
broad plans into specific workable programs and sys- 
tems, to interpret management to their subordinates 
and to interpret prevailing supervisory and employe 
needs, attitudes, and problems to upper management. 

With this kind of framework it is clear that in some 
companies there may be virtually no middle managers, 
while firms with a number of organizational levels may 
have many middle managers—in fact, in the large or- 
ganizations you have to identify them more accurately 
as the upper middle, the middle middle, and the 
lower middle. You can’t classify them by title for the 
most part—the director of purchasing may be top 
management in one company and middle manage- 
ment in another. 

This may be true, too, of the chief industrial engi- 
neer, the public relations officer, or some other position. 
Typical positions middle managers occupy include 
regional sales manager, department head, assistant 
public relations director, accounting supervisor, traffic 
manager, chief purchasing agent, and other posts. 

Middle managers are generally between 40 and 55 
years old, earn about $12,500 a year, exclusive of 
other salary incentives and fringe benefits, have been 
in the industry or field for some 20 years, have from 
seven to 10 years of management experience, and are 
in the squeeze between the top executives and other 
administrators near the top to whom they report, the 
operating supervisors who report to them, and a host 
of associates laterally in the middle management 
levels. They come from engineering, sales, account- 
ing, manufacturing, purchasing, and other areas and 
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There are 
other challenges than 
reaching top 
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continued 


Managers report lack of authority for 


responsibility, unclear company policy 


are strongly influenced by their de- 
partmental backgrounds. 

Middle managers are not a mobile 
group. The turnover rate among 
them is relatively low, estimated to 
be about seven per cent generally 
and is considerably lower in many 
types of industries and companies. 
Mostly they are conscious of organi- 
zational traditions and ties, remain a 
loyal group of employes, look to the 
fulfillment of many more years of ac- 
tivity and many of them love that 
system even though they are un- 
happy over the organization’s failure 
to give them recognition. 

In many instances middle man- 
agement has become a way of life for 
men in its ranks. Many of the things 
they aspired to when they were 21 
have now been realized—the daugh- 
ter is married and there are grand- 
children, the son has completed col- 
lege and is winding up his military 
service, mortgages on the home have 
been paid, he and his wife have a re- 
spected place in the community, he 
has reasonable financial security, 
some hobbies or avocations to which 
he can retreat for relaxation. 

The center of life then is the daily 
job and here there is some degree of 
frustration, although he generally 
turns in a satisfactory performance 
and could probably increase it to a 
considerable extent. 

He knows through experience and 
the hard knocks of management life 
the difference between putting out 
fires and preventive management, 
between symptoms and causes, be- 
tween appeasing resistance and over- 
coming it, between holding custo- 
mers and winning them, between 
what management says and what it 
does. He is aware of the impact of 
top management boners. 

He occupies a strategic position by 
virtue of the completed staff work he 
undertakes and forwards. 

A recent investigation by Lyman 
Porter and Edwin Ghiselli of the 
University of California discloses 
what middle managers think of 
themselves and their role: 

They perceive themselves as the 
backbone, the stabilizers, the thor- 
ough investigators of management’s 
ideas and plans before these plans 
can be put into extensive use. They 
see themselves as stable, dependable, 
deliberate, practical, careful to avoid 
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mistakes, and characterized by their 
careful planning, thoughtful actions, 
and well controlled behavior. 

They perceive themselves differ- 
ently from those in the upper man- 
agement levels who, among other 
characteristics, regard themselves as 
intuitive, bold, daring, dynamic, 





move up to higher executive eche- 
lons, there is no very conclusive an- 
swer. No sound study of middle 
managers in particular has been 
made. For one thing, we are uncer 
tain whether the term “failure”’ is 
valid, or whether we are willing to at- 
tribute the failure to the company 
environment, the organization and 
its setup or the individual himself. 

Men who have reached a plateau 
in their careers might be discontent- 
ed for the lack of meaningful, chal- 
lenging work or lack of prestige and 
recognition, but they might not be 
discontented for lack of moving an- 
other rung up the ladder and they 
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quick to size up a situation, enter- 
prising, and able to see the close tie 
between long-range objectives and 
the taking of risks. Many middle 
managers tend to go by the book in 
their approach to problem-analysis 
and decision-making. 

All the critics do not agree with 
middle management’s self-appraisal. 
Some do. The vice president of a 
steel company has expressed the 
view that middle managers are “the 
continuing backbone of the organi- 
zation.” He says we must stress their 
continuing development within their 
present and subsequent responsibili- 
ties—“rather than as a mere training 
ground for top management.” 

Dean Stanley F. Teele of the Har- 
vard Graduate School of Business 
Administration forecasts that, in the 
growing economy and the expansion 
of foreign operations, we must search 
for the new talents and new combi- 
nations of talent within middle man- 
agement ranks and other sources. 

But industrial psychologist and 
consultant, Robert N. McMurry, 
observes: “I have become conscious 
of the extent to which middle man- 
agement is composed principally of 
security-conscious, anxious, and, for 
the most part, ineffective people who 
want all the trappings of authority 
but are reluctant to exhibit it when 
the chips are down.” 

To the question why men fail to 
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do not necessarily regard it as fail- 
ure. Many men, especially those in 
the research and development field 
with strong ties to their engineering 
or scientific discipline, want no part 
of administration and thereby place 
a ceiling on their own growth in the 
company. This may be true, too, in 
the case of middle managers who 
don’t want to accept a geographic 
change when the company asks them 
to relocate. Is this ‘failure’? There 
certainly is a fertile field for investi- 
gation here. 

By this concept, Thomas A. Edi- 
son, Daniel Webster, Saint Francis 
of Assisi, Jonas Salk, Robert Taft, 
Clarence Mackay and others could 
have been written off as failures at 
one time. 

Whether middle management is as 
good as it believes itself or as bad as 
its critics say, the fact remains that, 
if we are to find as much executive 
talent as we need, we must take full 
advantage of what is now available 
in our own organizations. Right now 
we do not know or fully appreciate 
the quality potential right under 
our noses to be tapped from middle 
management. 

The Graduate School of Business 
Administration of the University of 
California at Los Angeles surveyed 
some 30 fast-growing companies in 
the western region and concluded 
that in only four did top manage- 

















ment make good use of middle man- 


agement. The Civilian Personnel 
Advisory Committee to the Assistant 
Secretary of the Army recently 
pointed to an Army-wide weakness 
in the middle management levels of 
its civilian managers with large re- 
sponsibilities here and abroad. It 
blamed this weakness largely on the 
emphasis given to the development 
of top managers at one pole and first- 
line supervisors at the other. Keith 
Davis, in his recent book, “Human 
Relations in Business,” reports the 
sentiment of many middle managers 
as voiced by one such manager: 

“We sit here all day pushing pa- 
pers from top to bottom and back 
again. .. . All the while we are left 
out of actual operations at the bot- 
tom and we don’t take part in deci- 
sions at the top. . . . We just push.” 
His predicament is put differently 
by another middle manager who 
stated: ‘‘We call our middle man- 
agers ‘fenders’ because they take all 
the dirt from the ‘Big Wheels.’ ” 

Other investigators have noted the 
decline in middle management be- 
cause of mounting organizational 
controls and devices and the increas- 
ing burden of rules, procedures, sys- 
tems, red tape, and elaborate chan- 
nels for getting clearance, approvals, 
and decisions in matters over which 
they formerly could exercise their 
own judgment. 

A survey of some 500 middle 
management men and more than 
1,000 foremen on “How Middle 
Management Feels About Its Stat- 
us” points up some of the difficulties 
which result in the underutilization. 
The findings focus on the lack of re- 
sources, relationships, and the un- 
certainties which make it difficult 
for a man to utilize his abilities fully. 
About 50 per cent answered “uncer- 
tain,” “poor,” or “only fair” to the 
question whether they had sufficient 
information or working knowledge 
to do the job they are expected to do; 
between 30 per cent and 40 per cent 
reported that they did not really 
know the limits of their authority; a 
similar percentage expressed doubt 
in regard to whether they knew the 
boundaries of their main responsi- 
bilities. Asked whether they felt they 
had enough authority to carry out 
their responsibilities, more than 25 
per cent responded, ‘‘No.” The per- 
centage of those who were uncertain 
whether they are really part of man- 
agement approached 35 per cent. 

To the fundamental questions con- 
cerning over-all organizational struc- 
ture and policy, from 40 per cent to 
50 per cent reported that their under- 
standing of company structure was 
only partly clear or not clear. From 
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42 per cent to 52 per cent indicated 
that their understanding of company 
policies was unclear or inadequate. 

Obviously we are not providing 
middle managers, in many instances, 
with “an objective to which they can 
be of real service’ and, we are deny- 
ing them “the sense of being a part- 
ner in the undertaking.”’ Small won- 
der, then, that we face a serious 
problem of underutilization of man- 
agerial talent. 

Let’s borrow a page from another 
manpower shortage area and carry 
through an analogy. When there was 
a serious shortage of engineers, Dr. 
Lee A. DuBridge, president of 
California Institute of Technology, 
stated: “If we could improve by only 
five per cent the efficiency of our 
utilization of the 600,000 engineers 
we already have, we would add to the 
total supply of engineering talent as 
much (30,000) as all of this year’s 
new graduates from all the engi- 
neering schools in the nation.” 

This could well be the case in 
management manpower if we were 
to up the utilization of the existing 
brainpower and talent and fund of 
experience of our middle managers 
in companies, medium and large. 

There is no better way to do this 
than to give him full recognition, 
help him awaken to the possibilities 
of worth-while accomplishment in 
his present job and to be aware of 
what happens to him when he is 
passed by. Steps toward accomplish- 
ing this include: 

Keep him informed of what goes 
on in the organization, improve com- 
munication, so that he can have the 
substance to think like a manager 
and not a technician. Nothing is 
more demoralizing to a middle man- 
ager than to be uninformed on mat- 
ters on which he should be informed 
in order to interpret policy to his 
subordinates and meet his own re- 
sponsibilities. 

Bolster his ego by making full use 
of his abilities, tapping his produc- 
tivity, and seeing to it that he has a 
meaningful place in the organiza- 
tion. This is the key to maintaining 
his self-respect and earning his way 
on the payroll, even though the trap- 
pings of organizational status are not 
available. 

Give him assignments which will 
make him stretch just a little higher 
and with just a little tighter dead- 
line, but still within reasonable 
bounds of attainment, if you want to 
counteract lethargy from setting into 
the middle management ranks—and 
have sound standards of perform- 
ance. Extend these assignments to 
the day-to-day job, to work on com- 
mittees, on special projects, and 
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continued 


Needed: a clearer understanding of 


the factors that constitute success 


other work. Show acceptance of his 
middle-management role, his ideas 
and proposals, his recommendations, 
and his part in staff meetings and 
councils. Much of his enthusiasm has 
already been stifled but it is not too 
late to mend it. He once had ideas 
and suggestions and a good deal on 
the ball—he may still have much of 
it. Your executive coaching should 
help bring it out. 

Encourage him to participate in 
professional and fraternal organiza- 
tions and to be reasonably active in 
civic and community affairs. It is one 
good way to energize him; it is a form 
of self-development and, above all, 
it will help in some measure to coun- 
teract the intensity of his anxieties in 
his daily job. 

Take a good hard look at decision- 
making in the organization to see 
how much of it can be delegated 
down to middle management where 
many decisions should be made. The 
opportunity to make good decisions 
can do much to restore self-confi- 
dence and improve morale. 

Use your management develop- 
ment program to provide a greater 
degree of advanced specialization if 
this is what he needs to reinforce his 
general management background or 
to be brought up to date; and pro- 
vide a broader management base for 
him if this is what he needs to rein- 
force his usefulness as a specialist. 

Keep working seriously on the 
problem of salary administration for 
middle management to provide fi- 
nancial incentive where the promot- 
ability slots are few and infrequent. 
Reinforce it with job evaluation and 
job enlargement at the same time to 
the extent possible. 

Shift gears from a line operating 
position to a staff position where his 
talents can be used to full advantage, 
if this is possible without serious 
morale impact on others. But—avoid 
face-saving gimmicks such as setting 
up a dummy position for him. 

Avoid the double talk about the 
middle manager’s responsibility and 
authority. You and he know how 
much responsibility and authority he 
really has. There is nothing so frus- 
trating as a dead job description. 
Modify it in the best interests of the 
man, the job, and the organization. 

After many years we are now look- 
ing back on the wisdom of Chester 
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Barnard, one of the management pi- 
oneers, who saw executive behavior 
as the integrated product of indi- 
vidual abilities, the organizational 
structure, authority, and climate, 
and the shifting relationships and 
responsibilities within the man’s job. 

Top management must better 
monitor the personnel policies of the 
organization, especially as they af- 
fect middle managers. Personnel de- 
partments will have to alter some of 
their ideas concerning ‘personality 
types” and “‘“young management” as 
the bridge to growth management. 
They will have to play down the 
overemphasis on tests, which have 
little validation in the tough and 








ter directed. If the yield from execu- 
tive training provides nothing more 
than a change in the executive’s out- 
look so that he can comprehend how 
it looks from where the other fellow 
sits in the organization—then it is 
needed as urgently in middle man- 
agement as elsewhere. 

As for the man himself, he must 
recognize that this is the way of life, 
and he must reconstruct his personal 
life, outlook, and values and learn to 
live without certain symbols of pres- 
tige and attainment. He must come 
to realize and believe that the mid- 
dle years are the years of most con- 
structive thinking and the most pro- 
ductive span of life just as the young- 
er years are the most creative and 
the most energetic. This is the test 
of his personal maturity and is more 
important than bolstering his ego. 

Finally, the management profes- 
sion must rethink its classical con- 
cept of success. In other fields, such 
as medicine, law, journalism, educa- 
tion, the ministry, public service, and 
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complex middle management area. 
And they will have to rid themselves 
of the notion that a salary increase is 
enough of a tranquilizer for the mid- 
dle manager. If ever the personnel 
function has been put to the test, the 
problem of assisting the company in 
tapping the large fund of productive- 
ness of the middle managers for the 
next 15 to 20 years of their careers 
will certainly provide that test. 

We must also question whether 
the executive training programs 
should continue to be reserved for 
the promotables, or spread over the 
larger base of all managerial person- 
nel. In many companies we select 
the promotables for the special uni- 
versity-related or professional soci- 
ety programs of advanced manage- 
ment and provide the nonpromot- 
ables in middle management with an 
internal program which is merely a 
warmed-over dish of supervisory 
training. Surely, our investments in 
management training might be bet- 
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others, the sense of personal achieve- 
ment, pride in contribution, and rec- 
ognition is much healthier in the 
middle management ranks. Many 
men in these fields attain prestige, 
distinction, awards, rewards, and a 
deep sense of personal achievement 
right within the middle ranks until 
the closing days of their professional 
lives. The business and industry con- 
cept that anything short of front- 
office executive attainment is failure 
must be counteracted. We need to 
make it clear that certain achieve- 
ments within the middle manage- 
ment level of responsibilities are suc- 
cesses of which both individuals and 
organizations may well be proud. 
There are more casualties than we 
would care to believe, and the losses 
are in terms of personal defeat and 
corporate neglect in the use of a val- 
uable fund of manpower. Unless we 
take stock soon we run the risk of a 
crisis in middle management. 
—Dr. NATHANIEL STEWART 







































































ENJOY YOUR JOB 
re continued from page 35 
¢. 
W 
- Number one 
is 
, challenge is 
. building people 
p, 
al 
0 with many years ahead of them be- 
a fore retirement. 
le For some middle and upper man- 
- agers, many of life’s goals have been | 
, attained: The children are educated | 
A and married, the home is paid for, | 
is the insurance is paid up, the execu- | 
d tive heights have been reached. The | 
t challenge is gone. 
“a Industrial executives, however, 

can find enjoyment to surpass any 
, of the frustration in their jobs. Al- 
4 though some large organizations can | 
h become bureaucracies with layers | 
i of authority that stifle creativity, 


most businesses certainly aren’t 
functioning that way today, com- 
ments Mr. Muller-Thym. They are 
dynamic and growing. The large or- 
ganizations, for instance, provide vil ioin but that’s all! 
large opportunities, responsibilities J se 8 s 
and great varieties of challenges to 
the creative talents of their execu- 


tives. They offer a source of pride in “I realize, Pete, that you fellows at our local chamber of 
the company’s reputation and its commerce have a big job to do, and that you are working for 
impact on the economy. the good of our town as a whole. So I'll lend you my support 


Natural tensions arising from 
competition and demands on abili- 
ties and energies now and then are 
beneficial. ‘‘Being keyed up by the 
excitement of an important action “Always glad to sign up a new member, Jerry. May I just 
that must be taken helps you deliver remind you, however, that the ‘doers’ behind our community 
with maximum punch,” explains Dr. 
Felix. “Your reaction time is faster, 
you are keener and usually you don’t 
tire until the job is done.” So for they invest it so carefully. They realize that the hour or two 
those irregular times when peak per- they put in each week with the chamber committee of their 
formance is required, your tensions 
can help you. 


by signing up as a member—but I just haven’t the time to 
participate in your activities.” 


projects are business men and women who are just as busy 
as you are. In fact, it’s because their time is valuable that 


choice will bring handsome returns, in the form of better busi- 
ness conditions, improved recreation facilities for our children, 


Job satisfaction and productivity higher educational standards, inflow of new industries ... 
Executives can reach a_ higher Need I add more? 
level of job enjoyment and satisfac- 
po gS hesecdogpend yo Gadine. “So join us by all means. What we need is you. Your brains. 
tivity of their subordinates. This Your time. Your active support.” 
fortunete fact can be realized in sev- 
eral ways. 
Dr. Farr, who is a psychological 
consultant to top management in the 


field of anagerial effectiveness, 
SS ee nn | ete | rogress 


PDeliberately begin to see your Speaking for 
job, not as managing a business so 
much as managing people, and set 
this as a number one challenge. 

The responsibility of getting other 
people to do the job that is to be done 


your local Chamber of Commerce 
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HOW TO ENJOY YOUR JOB 





continued 


These suggestions adapted to your work 


can build satisfaction, job effectiveness 


will undoubtedly increase the scope 
of your position. The more effective 
you become, the more successful 
your department or organization or 
company can become and the more 
satisfaction you can attain from this 
accomplishment. 

A common problem in the busi- 
ness world is that the man who built 
up a company is aggressive, confi- 
dent, even egotistical. He frequently 
doesn’t delegate authority to his sub- 
ordinates. So, although he is a busi- 
ness builder, he’s not a _ people 
builder. “Building people is far 
more challenging and _ satisfying 
work,” insists Dr. Farr. 


> Start thinking about what you 
will do in guiding your company’s 
destiny and let your subordinates 
decide how it will be done. 

Dr. Farr says too many executives 
have a narrow concept about author- 
ity; they don’t let their people have 
the responsibility for planning and 
organizing the way in which some 
project or policy will be carried out. 


> Develop the habit of asking your- 
self what you are worrying about. 
Don’t let anxiety build up. 

Anxiety exaggerates the harmful 
elements of a situation. You can seek 
the answers from subordinates, asso- 
ciates or superiors, depending on 
what the worry is. It is particularly 
common for anxiety to build up in a 
manager who hesitates to ask for a 
full explanation of an order or policy 
because he believes he might give his 
boss the impression he is confused or 
not sharp enough to interpret the 
meaning of an instruction. 


>» Give your subordinates every op- 
portunity to measure and judge 
themselves. 

They are effective because their 
superior says they are, or because 
they have some other means by 
which they may measure and realize 
their accomplishments. 

All of these suggestions are aimed 
at enabling you to manage more ef- 
fectively, more productively and 
with greater satisfaction. 

Careful selection of your subordi- 
nates helps assure more job enjoy- 
ment, says Dr. Felix. You skutvld 
have confidence in their professional 
or technical abilities and confidence 
in them as people with integrity, loy- 
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alty and discretion, he adds. The 
executive who knows he makes mis- 
takes and has people who will frank- 
ly tell him about them has more 
security in administrating, Dr. Felix 
maintains. “To keep this kind of 
staff, give them a chance to come up 
with ideas and never take credit for 
their ideas,” he adds. ‘‘Creative peo- 
ple are what make organizations 
great.” 

The conditions under which great- 
est productivity can be achieved are 
without question the same condi- 
tions which provide maximum job 
satisfaction, according to Mr. Mul- 
ler-Thym. 

Those companies that are diverse 
and growing provide opportunities 
for maximum energies, intelligence 
and decision-making. Managerial 
satisfaction comes from these growth 
conditions. 

Mr. Canny emphasizes the im- 
portance of proper placement. This 
exists when executives are in jobs 
where there is just enough room for 
them to grow. 

This makes for top performance 
and satisfaction. Full communica- 
tion through an organization, so that 
managers know about the important 
decisions that are being made, also 
aids managerial effectiveness and job 
satisfaction. 

Even a manager who sees the pro- 
motion path clogged can set goals 
and challenges for himself that can 
yield productivity and satisfaction 
of accomplishment simultaneously. 
He can set his sights on new sales or 
profits or other targets that he can 
achieve in his present job with his 
present authority. 

Great creative satisfactions can be 
derived from helping to run a pro- 
ducing organization, properly con- 
ceived and planned, which serves the 
public need and becomes a source of 
financial gain to many, according to 
Dr. Felix. 

These satisfactions can be rich 
and full if the administrator has a 
philosophy he believes in and a clear 
sense of values to guide him. END 





REPRINTS of “How to Enjoy Your 
Job” may be obtained for 10 cents 
each or $6.75 per 100 postpaid from 
Nation’s Business, 1615 H St. N. W., 
Washington 6, D. C. Please enclose 
remittance with order. 











“Florists buy orchids 
on Tuesday,” ex- 
plains Mr. Erickson. 
“They receive them 
on Thursday. And 
girls wear them Saturday night. We 
handle this problem by telephone.” 





First, the firm calls its customers 
on a regular schedule for their ad- 


BELL TELEPHONE SYSTEM 
Call by Number. It’s Twice as Fast. 





Thomas Young Orchids, Inc., grower and distributor of orchids, sells to florists from 


coast to coast. Inspecting orchids in greenhouse are Arthur Randolphand Richard Wassen. 


“We cover America with orchids by telephone—sales cost 7%" 


—Leslie Erickson, general manager, Thomas Young Orchids, Inc., Bound Brook, N. J. 


vance orders. Second, it invites cus- 
tomers to telephone orders collect. 
That way last-minute orders are not 
lost to competitors. The cost of sell- 
ing is less than 7%. 

There are telephone ideas that can 
help you, too. A telephone representa- 
tive will gladly discuss them with you. 


Just call your Bell Telephone Com- 
pany business office. 
















YOU SAVE MONEY 
WHEN YOU CALL STATION-TO-STATION 
instead of Person-to-Person 

Day Rates (first 3 minutes) Each Added 


Person-to- Station-to- Minute (applies 


mple: 
For example Person Station to all calls) 


Bound Brook, N.J., to 

Baltimore 90¢ 65¢ 20¢ 
Cleveland to Chicago +142 $100 25¢ 
St. Louis to Omaha $155 $110 30¢ 
Albuquerque to 

Los Angeles $195 $140 40¢ 
Boston to Miami $285 $190 50¢ 

Add 10%, Federal Excise Tax 














WE’RE OFF ON 
ANOTHER 
MONEY SPREE 





A FRIGHTENING SILENCE has marked our entry into 
a new fiscal year. 

By July 1959 the federal government will be at 
least another $12 billion in debt. This will push the 
total federal debt close to $290 billion. 

This fiscal forecast has been made with an air of 
finality and accepted with quiet resignation. 

A year ago the announcement that federal spending 
was expected to total $72 billion for fiscal 1958 united 
the people at large and congressmen in a drive to- 
ward government economy. This drive showed many 
places where continued effort could eliminate waste 
and inefficiency. It justified hope of eventual tax re- 
form, sensible depreciation rates and a lessening of 
public demand that the government constantly expand 
its paternalistic services. 

Then Russia demonstrated an unexpected technical 
competence and at the same time our own business 
growth hesitated. To parry these dissimilar threats 
the single cure was proposed: 

“The government must spend more money.”’ 

Economy talk henceforth became unpatriotic. 

Although estimates for expenditures in fiscal 1959 
reach up to $80 billion and anticipated government 
income may drop to $68 billion, few voices are raised 
in protest. 

As Rep. Clarence Cannon of Missouri told the 
House of Representatives: 

“The most alarming feature is that nobody is 
alarmed. I cannot recall a single instance in which 
any member of the House in all the debate on these 
bills appropriating millions and billions of dollars has 
referred to the effect which the expenditure would 
have on the balance in the Treasury, the national 
debt, or the financial preparedness of the nation for 
war or other catastrophe. 

“It has grown unpopular here on the floor even to 
mention balancing the budget.” 

In this atmosphere Congress added its bit to the 
budget’s imbalance by increasing several appropria- 
tions even beyond the budget requests. It raised the 
supplemental appropriation for the Labor Department 
by $20 million. To the Interior Department, for which 


$414.8 million was asked, it granted $459.6 million; 
to the Treasury, which asked $699.3 million, it gave 
$704.6 million; to independent offices for which $5.9 
billion was asked, the House proposed $6.5 billion, 
the Senate $6.1 billion. 

If the road to national salvation were really paved 
with dollars such free spending might be commendable. 

But Robert E. Merriam, deputy director of the Bu- 
reau of the Budget, has pointed out, ‘Neither changing 
needs nor an interruption in economic growth provide 
any excuse for loading vast new expenditures on the 
federal government; for unnecessarily shifting respon- 
sibilities from private enterprises or from state and 
local governments.” 

In fact, both sputnik and the recession have made 
the goals of last year’s economy drive more urgent 
than ever. 

Government inefficiency will hinder rather than 
help a missile program, no matter how much money is 
available for spending. A business system will grow 
faster if freed from the blight of government compe- 
tition, restriction and waste. 

The government must spend what is necessary to 
meet challenges to our safety or prosperity. But we 
need to remember that it is not the spending that 
brings security. We had money enough to get nine 
satellites to the launching pad but only enough tech- 
nology to get three into orbit. 

Dollars spent carelessly or for the wrong things can 
do more harm than good. The way to prevent this 
kind of spending, as Mr. Merriam says, is for all of 
us “to know what is going on, to make our voices felt, 
to participate in decision-making.” 

The goals of last year’s economy drive are still 
attainable. They will contribute to defense and pros- 
perity. The type of citizenship that dares to speak up 
against reckless spending is needed today as it has 
seldom been needed in the past. 

“We have played into the enemy’s hands,” Mr. 
Cannon told the House. “We are bankrupting the 
nation at a time when we should be saving our money, 
reducing our debt and preparing to meet the enemy, 
both economically and militarily.” 
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Storage tanks and cat crackers at the Connnonzzealth Oil Refinery, near Guayanilla—on Puerto Rico’s South Coast. 













New oil refinery expands industrial opportunity in Puerto Rico 


tne $36,000 000. oil refinery. is part of busy textile and moulding industries. 

Operation Bootstrap Puerto Rico’s dra- Such developments are significant. Thev 

matic drive to attract new industry. It ts show how Puerto Rico’s prosperity is gath- 

now producing 55,000 barrels of petroleum cring impetus. One factory is beginning to 

products per day. serve another. A pattern of integrated indus- 
Phis great refinery gives Puerto Rico a try is starting to emerge. 


base fora new petrochemical industry. 


\lready, Union Carbide is building a Looking for a plant site? 


$32,000,000 plant nearby to manufacture Tell us what your product is—and we will 
petrochemicals. And other firms are project- explain how Puerto Rico’s remarkable tax 
ing the construction of plants that ill make holiday and other advantages could increase 
plastics and synthetic fibers for Puerto Rico’s your profits. Write to the address below. 


Comnnonrcealth of Puerto Rico, Dept. NB-83, Economic Development Admin..666 Fifth Avenue, New York 19, N.Y. 
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New-type concrete paves the way to carefree trips, happy outings 


“Father knows best...this new-type, sound-conditioned 


concrete means more family fun and driving safety!” 
Says ROBERT YOUNG, noted film actor, star of NBC-TV's “Father Knows Best” 


“The going’s smooth! No thumps on 
this continuous-laid concrete for the 
Interstate System. And they’re build- 
ing into these highways the kind of 
safety every family wants. Highway 
engineers tell me it can mean the sav- 
ing of thousands of lives each year.” 
Pleasure trip? You’ve never had a ride 
so smooth and quiet. Laid a new way, 
this pavement bas no joints... only 
tiny sawed-in cushion spaces you can’t 
feel or hear. 

And a process called “‘air entrain- 
mert’’ ;uts billions of microscopic 
bubbies into new-type concrete, pre- 
vents roughening from freezing or de- 
icers. A specially designed subbase 


keeps the pavement firm and level. 
Laid flat, this pavement stays flat. 

And you feel so safe! New-type con- 
crete has a grainy surface to give it 
dependable skid resistance. Its light 
color gives you far better visibility 
at night. 

Designed to meet the Interstate 
System requirements for highways 
suited to 1975 traitic, this is literally 
the pavement of tomorrow . . . here 
today. It has an expected life of 50 
years and more . . . with upkeep costs 
as much as 60% lower than for asphalt. 
Yet initial cost is moderate. That’s 
why it’s the preferred pavement for 
the interstate and defense network 
now under construction. 


PORTLAND CEMENT ASSOCIATION 


A national organization to improve and extend the uses of concrete 





Over 118 million bags of cement were used in 
paving last year . . . enough to build a 4-lane 
superhighway, New York to Los Angeles. 
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